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Germans held I Britain believes US-Germany agreement favours Americans
over Libya nerve
gas venture
Two German businessman have been arrested^ a wwxairt it <nrt for a third for allegedly
bdpUig Libya’s chemical warfare programme. It
emerged yesterday. The charges, coming seven
years attar Germans helped Go! Gadaffi build an
otire poison gas plant, are likely to embarrass
the Bonn government. Police suspect that the
men had adapted equipment to make nerve
gases similar to the lethal type released by ter-
rorists on the Tokyo subway last year. Page 12

nantwiM drtsiiidi Sentence on James
McDougal, one of President Bill Clinton’s part-
ners in the Whitewater real estate venture, has
been delayed for three months while he “co-op-
erates" with Investigations Into corruption In
Arkansas. Page S

London's Qlobo to opon:

Finishing touches are added to London's replica

Globe Theatre as it prepares to open Its doors
tomorrow for its first season of Shakespearean
drama. The theatre, conceived 25 yean ago by
the Late American actor-director Sam Wana-
makar. has been built on the south bank of the

River Thames close to the site of the original

Globe of the V6th century. Page ft

PTtOomx the FT web site provides online news,

comment and analysts aft http://www.FT.com
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UK rejects open s lan

KMhHMIMd eocsHcarthns freed: A Japanese
executive kidnapped by armed gunmen in
Tijuana. Mexico, has been released, his com-
pany said. Bandits abducted Mamaru Kaano,
president of Sanyo Video Component Carp USA,
on August 10 and demanded a $6m ransom. It ia

not dear whether Sanyo paid up.

Citibank Asia h**d quits: Antony Leung,
head of Citibank’s Asia-Pacific private hawMng
operations Is resigning to join Chase Manhattan.
His move comes only a week after another
senior private banking executive announced her
departure. Page 13

TstafMca LatAm talks md: Spain’s
Telefonica haa broken off discussions with
AT&T and GTE over the possibility of the US
companies' taking a stake in its Latin American
operations. Page 13

Japan*— property prices fate Property
prices plunged again in Japan last year, with
the National Tax Administration Agency report-

ing a 4? per cent drop In avenge prices since
the end of the 1992 boom. The fall will add to the
government's problems with its debt reduction
programme. Page 12; Surplus fans 38%, Page 5;

Japan’s limited revolution. Page 11

Ammunition Mown opt Naio soldiers blew
up the first batch of hundreds of tonnes of con-
traband Bosnian Serb munitions at Margetid,
near Sokolac. The operation went ahead despite

Serb criticism and at least one threat

Camiatoara negotiate; German car group
Mercedes-Benz and Porsche are negotiating a
deal that would let Porsche sen an upmarket

version of Mercedes-Benz's new sports utility

vehicle. The move could atrvugHum co-operation

between the Stuttgart-based companies. Page
13; Polo continues drive into Japan, Page 4

Royal family poiwfara changes Britain’s

royal family is considering changes that would
bring It Into line with Europe’s other monar-
chies. It could mean ending the ban on themon-
arch marrying a Catholic and equal rights fin

1

women to succeed to the throne. The discus-

sionscome at a time of Increasing pressure for

reform. Page 12; Editorial Comment, Page 11

Hamas scrap challenges Rebel Lloyd’s of
London Names scrapped an attempt to force a
review of the Insurance market's rescue plan
but did not rule out future legal action. Page 7

Iran plans mam THeweylamPs Iran is

planning to build a *200m amusement park out-

side Tehran with facilities The same style as
Disneyland", Iranian newspapers reported.

By Mctewf SkapMcer
in London

The UK government says it is

not prepared to sign an “open
skies" agreement with the US
similar to the one the
Americans struck with Ger-
many earlier this year,
because Britain believes that
accord was biased in favour of
the US.
The UK and US are doe to

resume talks next week in
Washington on a new aviation
agreement. Failure to reach a
deal would scupper British
Airways' planned alliance with
American Airlines.

Both governments are anx-
ious to agree a deal before the

US presidential elections in
November, but UK officials say
the US wfQ have to make con-
cessions.

One UK official said: “They
are as obdurate as ever. They
want everything and they
want to give nothing. With the
American elections coming up,
the schedule Is rather tight"
The US has demanded an

open skies agreement with the
UK before it will approve the
alliance between BA and
American which would create
the world's moat powerful avi-

ation partnership. It would
link American’s vast US
domestic network with BA's
long-haul routes and its strong
position at London's Heath-

row, the world’s busiest inter-

national airport. The two air-

lines would account for 80 pa
cent of UK-US flights. They
would coordinate their sched-
ules and share revenues from
transatlantic services.

The two sides differ, how-
ever, over the meaning of open
skies. To the US, it means the
right of any of its carriers to
fly to any point in the UK,
including Heathrow, and
onwards to third countries.
The German agreement
embodied this principle.

However, the UK says it will

not sign such a deal. "What
the US has Is a standard open
skies template,” says a UK offl-

ciaL "But we do not accept

The UK says it will not grant
"beyond rights” for passenger
flight", which allow US carri-

ers to fly within the European
Union aviation market, when
foreign airlines do not have
the right to fly between two
points in the US. It might
grant US freight airlines some
beyond rights from the UK.
but these are unlikely to be as
extensive as the Americans
would Hlcfe.

The governments’ dispute is

one obstacle preventing the
BA-Amerlcan partnership.
Another is apposition to the
deal from several US carriers.

including USAir, in which BA
bolds a 246 per cent stake.

USAir has started legal
action to Mock the alliance,

saying it is anti-competitive.

Observers in the US say air-

lines opposed to the deal repre-

sent a powerful group which
the White House will hesitate

to upset in an election year.
The BA-American plan is

also being investigated by reg-

ulatory authorities on both
sides of the Atlantic. The UK
Office of Fair Trading is due to
meet United Airlines officials

today to discuss its concern,
that it will not receive suffi-

cient access to Heathrow.

Lex, Page 12

Australian budget protest turns violent
By Nfldd Tatt in Sydney

Angry demonstrators stormed
Parliament House in Australia

yesterday on the eve of the
conservative federal govern-
ment’s first budget, but finan-

cial markets rallied in antid-
patlon of tough measures.
The ugly scenes came during

one of the largest political ral-

lies seen in Canberra, the capi-

tal. About 15,000 people
massed in front of the parlia-

ment buildings to protest
about proposed changes to the
industrial relations regime and
cuts in the public sector.

Today's heavily foreshad-
owed budget is expected to
outline A$8bn (US*&2bn) of
spending cuts over two years,

equivalent to about 2 per cent
of gross domestic product. The
Liberal-National coalition gov-
ernment, which In March won
a landslide election after 13
years In opposition, claims
that the cuts are essential to
balance Australia’s budget by
1938-99, and offset a very low
household savings ratio.

But some cost-cutting mea-
sures unveiled in advance of

today's package - ranging
from a squeeze on Aboriginal
funds to Increased higher edu-
cation charges - have gener-
ated angry opposition among
union and Aboriginal leaders.

In contrast there was grow-
ing euphoria on financial mar-
kets. Bond prices rallied, with
the yield cm the benchmark 10-

year bond closing at ISO per
cent, down from a06 per cent
on Friday. On the stock mar-
ket, the All-Ordinaries Index
rose 28.2 points to close at
2J261.5 - 80 points off its record
high. Markets were encour-
aged by a decline in merchan-
dise imports in July, leading

Australian demonstrators gather yesterday at Partiameni House in protestfat the conservative federal government's
which Is dae to be delivered today. Some protesters, carrying sledgehammers and a batteringram, stormed thebuilding nomsi

economists to predict the cur-

rent account deficit for the
month could stand at Afl^bn-
AfL3bn. similar to June's bet-

ter than expected A$129bn.
The Canberra demonstration

was echoed by peaceful
marches and rallies Involving
more than 10.000 people In
Adelaide and Brisbane.
In the capital, the mood

turned violent when protesters

tried to break through police

lines and into the main foyer

at the parliament building.

Glass was smashed, and
police - some armed with riot

shields - abandoned efforts to
keep the doors closed.

Sonne rioters carried sledge-
hammers, while others wielded
a battering ram. Inside the
building, a gift shop were bro-

ken Into and stock ransacked.
There were numerous minor
injuries among both demon-
strators and police, who
accused protesters of throwing
acidic liquid In their faces. One
policewoman was taken to hos-

pital with broken ribs.

Several protesters got within
100 yards of the office of Mr
John Howard, the prime minis-

ter. Mr Howard later said he
would not be swayed by vio-

lence, which be condemned as
“un-Australian”. He called off
a meeting with trade union
leaders on the grounds that
the government would not
negotiate under duress.

Mr Bob McMuUan, opposi-
tion Labor spokesman on
industrial relations, distanced
his party from the violence but
said the demonstration had
been “a powerful expression of
concern by woridng men and
women”.

Chechnya
peace deal

at risk as
fighting

continues
By John ThomhM In Moscow

The Chechnya peace
agreement was fn doubt last

night as rebel Chechen fight-

ers accused federal Russian
forces of violating the deal by
launching a series of attacks

an the centre of the regional

capital of Grozny.
But it was unclear whether

Russian forces were launching
a general assault on Chechen
strongholds or simply trying to

re-establish contact with
stranded pockets of soldiers.

Russian military officials in
Moscow denied their forces
hna launched an attack but
the acting commander of Rus-
sian farces in Chechnya. Gen-
eral Konstantin PuHkovsky,
warned they would begin
large-scale military operations
against the rebels in 48 boors.
Amid reports of sporadic

gunfire, Chechen officials said
fhp rebels lad beaten off one
attack, destroying Russian
armour and inflicting casual-

ties. while there was fierce

fighting close to the city
centre.

The conflicting ranw
after Mr Boris Yeltsin. Rus-
sia’s president, issued a set erf

seemingly contradictory com-
mands on Chechnya to Mr
Alexander Lebed, his national

security chief, adding to the
confusion that has marked
Moscow’s handHwg eg the 20-

month conflict.

According to the presidential
press service, Mr Yeltsin yes-

terday instructed Mr Lebed to
restore law and order in
Grozny to the position prevail-

ing before the separatists’ lat-

est assault earlier this month
- mgeMtlng 4 further escala-

tion of fighting.

Bat Mr Yeltsin also
demanded that Mr Lebed
should continue to withdraw
troops from the region and
present proposals to settle the
conflict within one week. Mr
Lebed has repeatedly stressed
there can only be a diplomatic
resolution to the war.
Correspondents in Grozny

report that the Chechen fight-

ers have exploited the fragile

ceasefire to reinforce their

Continued on Page 12

AT&T heir apparent leaves

to head US phone venture
By Richard Waters
fan New York

The man widely tipped as the
next bead of AT&T, Mr Alex
Mandl. left the US long-
distance telephone group yes-

terday for the chance to make
his fortune in the country's
fast-changing local telephone
markets.

I

Mr MandVa departure, to
1 run a new venture. Leaves the
US’s thlrd-blggest company
searching outside the group
for a replacement at one of the
most difficult times in its his-

tory.

AT&T ts in the middle of
spinning off its equipment
fftfiinrftrt MP'Ing swidi computer
businesses. Lucent Technolo-
gies and NCR. Mr Mandl was
named president and chief
operating officer only last

October, which put him at the

centre of shaping the group’s
remaining operations as ft

prepared for deregulation of

the DS telephone market.

The departure was amiable
and did not reflect any falling
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out with Mr Robert Allen,

AT&T’s chairman, Mr Mandl
and the company said. Mr
Mandl said he had been lured
by the chance to run a new
company in an industry about
to undergo considerable
change.
The US's glOOhn local trie-

phone business, at present the
preserve of a handful of com-
panies, will he the first area at
the telecommunications Indus-
try to be opened to foil compe-
tition, probably early next
year. Association Communica-
tions, the company Mr Mandl
will head, plans to offer local

data transmission, video con-
ferencing and Internet access
services to businesses in many
US cities by the middle of next

ysar.
Mr Mandl, 52, compared hi*

decision with that of Mr Jim
Barksdale, who gave op the
Job of chief operating officer

at McCaw Cellular two yean
ago to ran Netscape Communi-
cations, an Internet software
company that became the US
stock market’s most spectacn-

CONTENTS

lar entrant last year. Initial

enthusiasm for Netscape
pushed the value of Mr Barks-
dale's stock to more than
•400m an paper, though the
shares have since fallen.

Mr Mandl has been credited
with bringing an aggressive
style to the staid executive
suite of AT&T, which tradi-

tionally had picked its leaders
from within its own ranks.
A former chairman of Sea-

Land, a shipping company, Mr
Mandl's appointment as
AT&T’S chief financial officer
In 1991 marked a rare break
with tradition.

AT&T said it had started a
search for a replacement for
Mr Mandl, and had listed sev-
eral candidates.

AT&T’s shares fell tVA an
the news, to $54. Stock In
Associated Group, a Nasdaq-
listed company which owns a
majority stake in Associated
Communications, jumped S3%,
or 14 per cent, to 129.

Telefdnica ends talks on
US Unk. Page 13
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Brussels

pressed

to clear

VW aid
By Peter Norman in Bonn
and Neil Buckley in Brussels

The European Commission
is expected to come under
renewed pressure today to

approve DM241m ($162m) of

disputed state aids for
investments by the German
carmaker Volkswagen in
Saxony.
The economics ministry in

Bonn said Mr GQnter
Reared t. the minister, who
returned to work yesterday

after illness, would be tele
phoning Mr Karel Van Miert,

the competition commis-
sioner. to discuss the bitter

row that has pitched the
Brussels competition author-

ities against Volkswagen
and the Saxon government
in Dresden.
Bonn has condemned Sax-

ony’s payment of nearly
DM92m to Volkswagen in
defiance of a Commission
ban. But it supports the
state government in its

belief that Volkswagen is

entitled to investment sup-

port totalling DM780m to
help create employment and
strengthen the eastern
state's industrial base.

In the Bonn view the
investment assistance is per-

mitted under article 92, para-

graph 2c or the European
Union treaty, which allows
state aids to help rebuild
eastern Germany.
Mr Rexrodt's imminent

involvement in the dispute

comes after three weeks in
which the temperature has
risen on both sides, with
both Saxony and the Com-
mission tTirpatPning tO takA

the issue before the Euro-
pean court.

The Saxon economics min-
istry said yesterday the
state's challenge to the ban
was in the final stages of
preparation. In an interview
with yesterday’s issue of the
German news magazine
Focus, Mr Van Miert said
the Commission was pre-
pared to take VW to court If

it used the disputed funds.

Although Mr Rexrodt will

today be investigating possi-

bilities for a settlement with
Brussels, any eventual legal

challenge to the Commission
decision by Saxony would
probably be joined by Bonn.
The economics ministry

said yesterday the federal
government had still to
decide its course of action.

But it would be virtually
unprecedented for a German
state to launch court action

against the Commission
without backing from Bonn.
Mr Rexrodt’s ministry

expressed some puzzlement
over Mr Van Miert’s threat
to exclude Volkswagen from
tendering for public con-
tracts if it spent the DM92m
received from Saxony. It

doubted whether a legal
basis existed for such a ban.
The Commission said yes-

terday it was up to compet-
ing car manufacturers bid-

ding for public contracts to

take action in national
courts to exclude Volkswa-
gen from the tender.

It said it did not have
power to step in and exclude
VW, but rivals could apply
to national courts for orders
barring the company on the
grounds that it was breaking
EU law by accepting illegal

state aid.

The Commission said it

had also opened two further

inquiries into aid for east
Germany. One regarded
plans to allow investment
aid of 8 per cent to east Ger-

man projects to be paid until

the end of 1998. The other
concerned the extention to

west Berlin of special rules

on investment aid and write-

offs originally designed to

cover only the former east
German states.
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Opel beats Japanese at own game in Europe
*“

. . i.«t. Raver's at :

By John Griffiths

General Motors' Opel car plant at

Eisenach In eastern Germany is

the most productive in Europe- It

beats the Japanese “transplants"

in the OK and Spain and even
Flat’s new facility at Meili,

according to an annual compara-
tive productivity audit by the

Economist Intelligence Unit.

Eisenach last year produced 71.9

cars per employee, a sharp rise on

69 the year before and well ahead
of the 64.3 at second-placed MeKL
The EIU audit takes into

account significant differences

between plants in the range of

operations carried out and the
complexity and mix of vehicles

produced.
It ranks Nissan’s UK facility at

Sunderland third, with 56.7 cars

per employee last year; Honda's
UK plant at Swindon fourth
(55.9); and Toyota’s Eumaston

facility, also in the UK, sixth with
52.1 - lust below Fort’s Spanish
plant at Valencia (52J)).

While Nissan’s UK facility this

year is marking its tenth anntver-
sary. those of Toyota and Honda
are still building up production
and have yet to reach their full

potential, the EIU study points
out It expects the Sunderland
plant's performance to Improve
this year as tbe result of the
introduction of a new Primera

model, hut not enough to prevent

It being overtaken by Honda at

Swindon because of rising

demand for Honda's Civic and
Accord models.
Despite their progress, all the

European plants continue to fall

well short of the best productivity
levels in Japan. The best-perform-
ing Japanese plant, Mitsubishi’s

Mxzushima facility, achieved 117

cars per employee. Four others

also heat Eisenach.

"Despite Japan's recent difticul

ties, this confirms that European

plants still have a long way to go

to catch up,“ the

casting nevertheless

productivity strides at European

plants this year. The audit attri-

butes Eisenach’s success to tne

introduction of

tion methods ahead of other GM
facilities In western Germany and

North America.
Europe’s worst-performing plants

inMitde Rover's at Longbridgr **

th* hJrt yea£ PeSgee^a

1StaST-a raw ysis*
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S The Economist metier,
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France under new
threat of strikes
By David Owen and
Andrew Jack in Paris

A senior French union
leader yesterday fired a
warning shot across the
bows of the increasingly jit-

tery government, suggesting
a repeat of the strikes which
all but paralysed the country
last year.

Mr Louis Viannet, sec-
retary-general of the Com-
munist-linked Confederation
Gen6rale du Travail, told the
business newspaper Les
Echos he supported calls for

demonstrations by unions as
early as September.

It would be wrong to sup-

pose the objectives of last

winter’s actions "belonged to

the past," he said. "The bat-

tle continues.** He high-
lighted growing signs of
unrest in the finanrial ser-

vices sector, education and
more generally across the
public sector.

In remarks that appeared
timed to maximise govern-
ment discomfort after a

week in which Mr Alain
Juppd. the prime minister,
had been forced to interrupt
his holiday to defend the
franc, Mr Viannet com-
plained that the government
had "Inverted its priorities''.

"We have moved from devel-

oping jobs to reducing public
deficits,” he said. "It is the
politics of the dog trying to
bite its tail”

In a suggestion that union
reaction to further unwel-
come government moves
could be more widespread
than last year, he promised
to "do everything” to ensure
actions by workers in the
public and private sectors
“converged”. Last year's
strikes were confined to the
public sector, particularly
tbe railways, and were
marked by pronounced inter-

union rivalry.

Union leaders know that
the government can ill

afford a repeat of last year’s

crisis If it is to stand any
chance of lowering Its gen-
eral fliwnriai deficit from 5

per cent of gross domestic
product last year to 3 par
cent in 1997. in line with the
Maastricht convergence cxi

teria for European monetary
union.
In June, the Organisation

for Economic Co-operation
and Development forecast
France would only reduce its

deficit to 3.7 per cent in 1997.

although further measures
have been taken since then.

In the face of growing pes-

simism about its ability to

hit the 3 per cent target, the
government yesterday
refused to comment on
newspaper reports it was
scaling back its proposed
programme of tax reduc-
tions.

It said a decision would
not been taken until the
start of next month. How-
ever, it stressed it remained
committed to a reduction
which would affect all tax-

payers, suggesting it would
have to reduce the propor-
tion of income paid in each
t*nr band.

Russian nous take apples sprinkled with holy water at Moscow's newly bnQt Christ the
Saviour cathedral yesterday, the date also ofa traditional apple celebration Mr

Muscovites celebrate

city’s giant act of faith
By John ThomhlR
In Moscow

It was perhaps fitting that

on tbe fifth anniversary of

the August coup that led to

the collapse of the Soviet
Union, much of Russia’s
new establishment gathered
in the rebuilt Cathedral of
Christ the Saviour in central

Moscow to celebrate the Fes-
tival of the Transfiguration.
The giant cathedral was

blown op by Stalin In 1931
during the war against reli-

gion. Khrushchev had a
swimming pool built on the
site. It has been rebuilt at

remarkable speed and prodi-
gious cost - thought to be
S250xn-$300m - as a symbol
of Rnssia’s national and
spiritual regeneration.
Moscow's populist mayor.

Mr Yuri Luzhkov, has prom-
ised to complete the cathe-

dral’s external facing by
next year in time for the

850th anniversary of the
city's foundation.
The cathedral fundraisers

insist that all the money
came from donations -

including the proceeds of a
concert by the Russian cel-

list-conductor Mstislav
Rostropovich, and more
than 50kg of gold from a
Russian bank for the cupo-
las. The city council gave
tax breaks to companies
involved in the building.
Yesterday, Alexly II,

Patriarch of Moscow and AH
Russia, sanctified the cen-
tral Transfiguration Chapel
and officiated at the first

divine liturgy in the new
cathedral.
“Today is a day of celebra-

tion of our faith, of Russian
Orthodoxy,” he said. “Rus-
sians regard this day as the
spiritual rebirth of Russia,
as a return to the spiritual
and moral foundations of
the Christian faith.”

Hundreds crowded into
the white-vaulted chapel,
which is faced with stone
from Bethlehem and deco-
rated with gold icons and
hundreds of electric candles.
The chanting, the incense,
and the sense of occasion
moved many of the devoted.

babushfd to tears.

Just as all Americans
alive in 1963 can supposedly
remember where they were
when they heard President
John Kennedy was shot.
Russians today reminisce
abont where they were
when they learned of the
state of emergency which
was imposed after President
Mikhail Gorbachev was
reported to have fallen UL
Bat after five years of eco-

nomic and political turmoil,
tbe anniversary provokes
mixed reactions, and neither
the federal nor the Moscow
city government paid much
attention to the event.

Pay gap piles

up problems
for Slovakia
Labour discontent is growing,
reports Vincent Boland

M r Vladimir Medar,
Slovakia's prime
minister, prides

himself on nik common
touch. But he contrived to be
out when employees from
the ZTS Dubnica arms fac-

tory in central Slovakia
called to see him in Brati-

slava. He also cancelled a
visit to the plant, perhaps
fearing a hostile reception.

Since the end of tbe cold

war the state-owned arms
industry has been In steep

decline. Official exports are

down, debts are piling ap
and wage levels have fallen

far behind those in other sec-

tors. ZTS plans to make 2J)00

employees redundant
The problems at ZTS

afflict many industrial
plants in central Slovakia.

As a result workers at both
state-owned and supposedly
privatised industries in the
region are threatening to
strike over what they claim
is official neglect of their

plight They may be encour-
aged to do so If concessions

are granted to doctors, who
begin balloting next month
for Industrial action over
pay levels in the health
service.

Central Slovakia is Mr
MeCiar’s power base, and he
is normally profoundly
attuned to its concerns. He
has endowed the region’s
twain city, Banska Bystrica,
with more state money than
he has ever lavished on Bra-
tislava. Labour discontent
there presents him with an
acute political problem.
While central Slovakia and

its industries are suffering,

employees in other indus-
tries in other parts of Slo-

vakia have never been better

off

Wage levels in the service
sector are growing at an
animal rate of about 20 per
cent, and workers in priva-

tised companies that have
weathered the post-commu-
nist recession and emerged
stranger - such as the Slov-
naft petrochemicals group in
Bratislava, and the VSZ steel

plant in the eastern town of
Kosice - have also seen their

pay rise.
' Mr Jean Chrlstophe Ganz
of ING Bank in Bratislava
notes "very significant wage
differentials between sectors
and a definite increase in

'

purchasing power among
certain groups". He believes

the government’s policy of
selling controlling stakes in
companies to their manage-
ment and employees may
simply be adding to this
trend. It has resulted, he
says, in “incompetent man-
agers and underpaid staff
owning their own compa-
nies”.

The result is a growing
disparity between the pay erf

workers in privatised,
restructured companies and
those in state-owned or
management-controlled
industries.

Employees in restructured

industry - petrochemicals,
pharmaceuticals, steel - are
enjoying a consumer spend-
ing boom, driving up Slovak-
ia's import bill. Slovaks
bought nearly $760m-worth
of foreign consumer goods in
tVu> first six months of
year. German, French and
Italian cars, a rarity two
years ago, are now a com-
mon wight on Slovak roads.

Imports of cars and other
consumer goods were second
only to imports of Russian
energy supplies in the half
year to June 30, accounting
for 15 per cent of total

imports. The total import
bill rose 23.6 per cent in the

period to Skl55bn ($5bn),

while exports rose coaly 2.1

per cent to Skl28bn. The
result was a trade deficit of

Sk27bn-

Exports have fuelled
Slovakia’s economic perfor-

mance so for. Gross domestic
product expanded in the first

quarter by 7.2 per cent after

7.4 per cent last year. The
inflation rate, at 6.1 per cent,

is the lowest in any east
European emerging market.
These impressive figures
have helped to counter the
country’s turbulent political

image, securing it an invest-

ment grade rating from Stan-

dard & Poor’s.

Now, there are fears that
the era of spectacular
growth is over. Mr Vladimir
Masfir, tbe central bank gov-

ernor, warns that the import
structure is “not what we
would like to see”. He dis-

counts a government claim
that it is high because com-
panies are importing tech-
nology for investment

W hile a large slice of

the deficit Is the
result of higher

prices, the country has been
forced to pay for Russian
energy supplies, Mr Mas&r
wants more support for
exporters, an end to tbe
political impasse that has
delayed bankruptcy legisla-

tion. and a drive to restruc-

ture the three state-owned
banks that have the lion's

share of lending to local
companies.
Mr MeCiar is pledged to

resist wage demands, and
his snub to the ZTS workers
may be proof of this resolu-

tion, even if it runs counter
to bis populist instincts. He
has also hinted that the gov-
ernment may adopt mea-
sures to Tn«ifl fcaj^ economic
growth when it returns from
holiday.
His room for manoeuvre is

limited, however. His gov-
ernment has won praise for
its fiscal discipline and he
will be reluctant to surren-
der the goodwill this has
generated towards Slovakia.
But Mr Medlar may find the
arms workers of central Slo-
vakia at least as tough an
Opponent as his many politi-

cal enemies.

EUROPEAN NEWS^DjGEST

Russia sees end

to loan delay
sum
International Monetary Fund would resume

5ite»l0.2bn three-year loan, which was suspended Inst

month because of poor tax collection-

The IMF said its team of experts, which

Russian economic indicators every month hjfl WR

SSSw satisfied that the govermnent vas laUne

measures to rectify the budget shortfalL But the tmai

decision about whether to resume disbursements will

depend on an IMF board decision later **t
l“?S5hi ta

Almost all nroblems had been resolved, Mr Lit shits told,

aSSSSSSS^TIm IMF will study the issues, which

will take another 2-3 days, and then I bank on a ^sitive

Ssion.” John THomhdl, Moscow

Early Greek poll on cards
A general election may be called in Greece next month

because of growing concern about the economy. Mr Alex

Papadopoulos, the finance minister, said an early pou

would enable him to draw up a tight budget and reduce

pressure for generous wage increases next year.

Greece is aiming to cut the government deficit next

year by more than 3 percentage points to 4.2 per cent or

gross domestic product, and to reduce inflation from 8.6

par cent to 5 per cent in order to be able to join in

European monetary union by the end of the decade.

A decision on an election is likely this week, a

government spokesman said. The governing Panhellenic

Socialist Movement’s term runs out in October next year.

saw™. Mr Costas Simitis took over as prime minister last

January. Pasok has stayed ahead of the conservative

opposition in opinion polls. Last month, he himself had an

approval raring of more than 70 per cent

Some government advisers argue that an early poll

would make it more difficult to meet budget targets. Tax
collection would be halted during an election campaign,

while there would be delays in drawing down European

Union structural funds, which provide up to 80 per cent of

financing for public investment Kerin Hope, Athens

Croat-Serb talks in Belgrade
Officials from Croatia and Serb-led Yugoslavia met in

Belgrade yesterday in an effort to remove the remaining
obstacles to mutual frill diplomatic recognition. Mr Ivan
Simonovlc, Croatia’s deputy foreign minister said Friday's

meeting between the two foreign ministers to agree on
formal recognition would be postponed unless

outstanding disputes were resolved.
Meanwhile, Russian and Yugoslav investigators were

searching for clues after a Russian heavy transport
aircraft crashed near Belgrade airport, killing all 10 crew
members and two other people accompanying the cargo.

A series of rapid explosions following the crash fuelled

speculation that the aircraft was carrying ammunition.
Before the outbreak of war in 1991, Yugoslavia exported
more SIbn a year in arms. The company which chartered
the aircraft said it was carrying car wheels and rescue
flares. Laura Silber, Belgrade

World Bank assails Belarus
The World Bank yesterday criticised Belarus for failing to
carry out economic reform and accused it of drifting back
towards Soviet-style central planning , in the past four
years only 10 per cent of state enterprises have been
privatised - not one this year. President Alexander
Lukashenko, who opposes market reforms, intends this
week to release a new economic programme promoting
gradual transformation. He said on Sunday tha t, if the
nation did not support him in a November referendum on
constitutional ammendment, “I will do what other
countries are doing, which Is to try to reform everything
at once”.
The World Bank halted funding to Belarus this year but

said it planned “to return here in three, four or five years
to open new dialogues". The IMF also froze a standby
credit of $300m in January. Reuter. Minsk

Harpoon joins police armoury
Finnish police plan to start using a harpoon-like device to
catch runaway drivers, according to Finnish television. Itshowed a patrol car with a harpoon gun fixed on its frontbumper being demonstrated in the city of Oulu.

VehiC^- to* P**™ 1 draws nearand the tubular harpoon made of steel pierces the boot of
tiie fleeing car. Hydraulically operated barbs are released,keeping the harpoon firmly in place. The runaway driver
is then forced to stop as the patrol car brakes.

tfans^itt
^
r ** embedded in the harpoon so thatpolice can keep track of the vehicle should the shaft

Reuter. Helsinki

Defending Europe under the new Nato order
A s US politicians sit

down thte autumn to

consider the pros

and cons of enlarging Nato.
their reading list will include
two influential studies that

differ sharply in tone,

although there is some over-

lap in content.

One, an article by three
senior analysts at tbe Rand
think tank, portrays Nato
expansion as an easily

affordable and economically

rational policy that is vitally

necessary to promote stabil-

ity in central Europe.

The other, by the Congres-

sional Budget Office (CBO),
describes expansion in more
confrontational terms: of the

five options It maps out for

enhancing new Nato mem-
bers’ security, four involve

preparing for war with Rus-

sia.

Both studies lay out a
wide range of estimates for

the cost of expansion,
depending on the strategy

Russia is still seen as the main threat, reports Bruce Clark, Diplomatic Correspondent
selected. Both assume expan-
sion will initially cover
Poland, Hungary, the Czech
Republic and Slovakia -

though the “latter’s pros-

pects have clearly dimin-
ished” In the Rand analysts'

view.
Those analysts, writing in

the forthcoming issue of the

journal Survival, suggest

that Nato enlargement along
the lines currently envisaged

could cost between $S0bn

and $52bn over 10-15 years.

That is their estimate of

the cost of an intermediate

strategy based on readiness

to deploy between five and
10 Nato divisions, and 10

wings of fighter aircraft, to

protect new members in the

event of a crisis.

This posture of "joint

power projection” with little

or no permanent deployment

of multinational forces on

new members’ soil is broadly
implied by the paper on
enlargement published by
Nato last autumn, the
authors say.

Such a posture would
"guarantee that Nato could
deter regional instability and
cover a wide range of
regional contingencies, short
of a new cold war with a
Russian-led Commonwealth
of Independent States,” tbe
article comments.

It sketches out three other
options; limited improve-
ments in new members'
forces, costing $l0bn-$20bn;
protecting new members
with air power alone, costing
$20bn-$30bn; and significant

forward deployment, costing
$55bn-$I10bn.

Even if the final figure
proves to be at the higher
end of the range, the cost of
expansion will only be a tiny

fraction of total defence
spending, and it will be
money well spent, says the
article in Survival, the jour-
nal of the International Insti-

tute for Strategic Studies.
An expansion programme

costing $42bn, spread over a
decade, would imply an
increase in Nato’s defence
spending of only 1 or 2 per
cent, it argues.
White new members will

have to spend more on some
military items, joining Nato
would "allow them to pur-
chase a greater degree of
security at a much lower
cost than would otherwise
be the case”.

Nato had a surplus of
assets in several key areas,

notably aircraft, and using
them to protect central am*
eastern Europe would mean
a "sensible division of
labour” that spared the new

member states some re-
equipment costs.

The CBO, puts the cost of
expansion between now and
2010 at $61bn-$125bn, with
the US paying $5bn-£L9hn. It
says new members may be
called on to increase defence
spending by up to 60 per
cent and they may balk at
this.

In its analysis of ways to
ward off a possible Russian
threat, the CBO paper con-
siders using air power alone;
grooming ground forces for
redeployment in a crisis; pre-
positioning equipment on
new members’ soil; and sta-
tioning western troops on
new members' territory.

The CBO study, which
acknowledges help from
serving and retired US
military officers as wen as
defence think tanks,
assumes that Germany

would bear the main burden
in projecting air and ground
forces eastwards in a
crisis.

But if Nato decides to
deploy some forces perma-
nently on the soil of new
members, they would proba-
bly not be German - because
of historical sensitivities, the
CBO reckons.

In one scenario, it suggests
that a threat to a new Nato
member might require
deployment of six German
divisions, one division
from Britain and France and
at least four US brigades
which would be heavily
reinforced.

In this event, the
ratio of Russian ground
forces west of the Urals to
Nato forces ranged against
them would be around 1 .8-1
But the western bloc should
still have no difficulty

defending its new allies.
While both studies appear

to draw on the same pool of
Pentagon expertise, the
Rand analysts are at pniwc to
distance themselves from
toe CBO’s openly confronta-
tional thinking.
In contrast to the CBO

paper, their analysis “is
anchored in the premise of
avoiding confrontation with
Russia, not preparing for a
new Russian threat", say the
three authors.
Russia has consistently

°5.?
ose

? Nato expansion,
although General Alexander
Lebed, the country’s . new
national security adviser,
gas taken a somewhat softer

Russian officials say that
permanent deployments of
western troops on the soil of
tneir former satellites is the
thing they fear most
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NEWS: THE AMERICAS
Political and business pressure

mounts ahead of IMF visit

Argentina’s
austerity

plan falters
By David Piling

in Buenos Aires

An IMF mission is due to
arrive in Buenos Aires today
amid signs that the austerity
package it helped design for
Argentina is beginning to
unravel under intense pres-
sure from politicians and
business interests.

The austerity package,
launched last week by Mr
Roque Fem&ndez. the econ-
omy minister, wfrtut to boost
treasury coffers by an
annual $4bn-$4.5bn and to
help plug a budget deficit
estimated to be heading for
$6.6bn this year - $4.1bn
more than IMF targets.

The Fund, which in Febru-
ary provided Argentina with
a standby facility of gl.lbn.
will be asked to grant a
waiver for missed fiscal tar-

gets in the first half of 1996.
and to relax goals for the
rest of the year.
However, assurances by

Mr FemAndez that his pro-
posals would be quickly
approved by Congress looked
increasingly less convincing
as legislators from the gov-
erning Feronist party voiced
concern over specific mea-
sures.

tn particular, congressmen
have made it clear they will

not pass an increase in the
women’s retirement age
from 60 to 65.

Congress will take note of

a weekend poll in La Nacidn
newspaper which found that
61 per cent of Argentines
believed new tax measures
would damage economic
prospects. In contrast to the
initially positive reception to
the appointment of Mr Fern-
andez last month. 47 per
cent of those consulted now
thought he would make
things worse, while only 13
per cent believed he would
bring improvements.
Mr Fernandez, who lacks

the communicative airing of
Mr Domingo Cavallo,
predecessor, has . been
severely criticised fnr failing
to explain to Argentines, bat-
tered by recession and
unemployment, why. they
must tolerate yet another
austerity round. Mr Enrique
Szewach, an economist writ-
ing in El Cronista newspaper
yesterday, said: “I have no
idea why the economic team,
far from explaining its
recent measures, prefers to
present itself as a group of
hard and insensitive mone-
tarists.”

Governors of Argentina’s
provinces, many of which
are in financial Chaos, have
already negotiated changes
to the FemAndez package.
Provinces agreed to waive
their rights to share the
higher tax revenue which
will result from proposed
lnnreiwM to dipwi and petrol
prices. But. in return, they
have won a share in per-
sonal property tax. which
they propose should be dou-
bled to 1 per cent.

The government haw also
agreed to scrap a proposal
that would have set a celling
on the overall tax revenue
that the federal government
is obliged to share with prov-
inces.

Industrialists too are
pressing for the reversal of
several proposals which they
believe will reduce Argen-
tina’s competitiveness.
They are fighting planned

cuts to export subsidies and
the proposed scrapping of
duty-free imports of capital

goods and factory supplies.

There may be more modifi-
cations before the austerity
bill is sent to Congress, pos-

sibly as early as tomorrow.
Analysts believe the pack-
age, which, could be further
watered down by legislators,

will not become law far at
least a month.

By Nancy Dunne In Washington

The sentencing of Mr James
McDongal, one of President Bin
Clinton’s partners in the White-
water real estate venture, has been
delayed for three months while he
-co-operates” with' the special
counsel investigating corruption in
Arkansas.
The delay in sentencing Mr

McDongal implies that prosecutors

believe he may provide valuable
information. This could draw Mr

of Whitewater financier delayed
Clinton and his wife Hillary deeper
into the Whitewater corruption
investigation during the presi-
dent's re-election campaign.
Mr McDougal. his former wife

Susan and former Arkansas gover-
nor Jim Guy Tucker were con-
victed in May of bank fraud and
conspiracy charges related to a
complicated series of loans and
land deals in the mid-1980s.
Mr Tucker was to be sentenced

yesterday. He was the president’s
successor as governor of Arkansas

but has since resigned under threat
of impeachment
The McDougals and Mr Tucker

were convicted on evidence pro-
vided by another financier cooper-
ating with the prosecutor - Mr
David Hale, who also testified that
Mr Clinton helped secure a $300,000
fraudulent loan for Mrs McDougal.
The president called the claim “a
bunch of bull” and testified for the
defendants by videotape.
The McDougals and the Clintons

had numerous ties. They were part-

ners in the Whitewater real estate

venture, and Mrs Clinton did legal

work for Mr McDougal’s savings
and loan institution.

Mr McDougal was the owner of
Madison Guaranty Savings and
Loan, which he was accused of
looting to finance another real
estate project, the Castle Grande.
Mrs Clinton did legal work on the
project, and it was papers related

to that effort which disappeared
and then mysteriously turned up
in the White House early this year.

Mr McDougal, a flamboyant and
unpredictable former banker, had
vowed not to cooperate with prose-

cutors. However, his health is poor
- he has liver disease and is on a
transplant list - and he is appar-

ently concerned about his former
wife, who faces up to IT years in

prison and Sim for her role

He faces up to Si years in prison
and $*J.5m in fines. The penalties

could be considerably reduced if

Mr McDougal provided valuable
information to the prosecutor.

Mexican
growth
outstrips

estimates
The Mexican economy grew
7.2 per cent in the second
quarter of 1996, according to
finance ministry figures
which show the country is

recovering from last year’s
deep recession at a faster
pace than either govern-
ment or private sector econ-
omists expected, writes Les-
lie Crawford in Mexico City.

The recovery is being led

by the export-oriented man-
ufacturing industry, which
grew at an annualised rate
of 13J) per cent in the quar-
ter.

The mining industry,
which includes oil mill gas
production, also grew 7.2
per cent. Even the construc-
tion industry, which was hit

particularly hard by last
year’s financial crisis, regis-

tered a recovery of 7.8 per
cent.

Financial and other ser-

vices remained depressed,
with only a 2 per cent
improvement over last
year’s weak performance.

Economists cautioned that
the strong growth figures
were magnified by the sharp
contraction in gross domes-
tic product during the sec-

ond quarter of 1995, when
tiip • Maxican economy con-
tracted 9.8 per cent.

Nevertheless, the finance
ministry noted the results
represented the economy's
first positive performance
since the devaluation of the
peso in December 1994.

Federal funds oil campaign wheels
Jurek Martin

'

on money r

the mother’s
milk of
US politics

I
f money is the “mother’s
milk” of politics, as Sen-
ator Phil Gramm of

Texas crudely put it last
year, then it is feeding time
with a vengeance for the
three candidates running for
the presidency, as the events
of tiie past few days have
demonstrated.
On Sunday night in Valley

Forge, Pennsylvania. Mr
Ross Perot accepted the
nomination of his own
Reform party. then
announced he would also
accept $29.2m in federal
funds to help finance his
campaign between now and

Billionaire Ross Perot must scramble around after other people’s money

November.
In New York, and at about

the same time. President Rfil

Clinton celebrated his 50th
birthday one day early with
a fundraising extravaganza
that netted another $i0m for
his Democratic party.

On Friday morning, a
young aide to Mr Bob Dole
arrived in Washington from
the Republican convention
in San Diego to pick up the
cheque for $6L8m from the
Federal Election Commis-
sion to which Mr Bob Dole is

entitled following his accep-
tance of his party’s presiden-
tial nomination Mr Clinton
will be eligible for a similar

sum next week.
For Mr Dole, the financial

relief was palpable. He bad
spent virtually all his pre-

nomination limit of $37m

during the primaries, while
Mr (Hinton, unchallenged for
the Democratic nomination,
had about $20m in the cam-
paign bank to disburse over
the summer, mostly on
advertising.
The Dole campaign bad

been “running on empty" for

months, to the point that
Democrats had accused
them of circumventing the
rules to stay in business. Mr
Newt Gingrich, Speaker of
the House, has frequently
argued that the Democratic
financial advantage lay
behind the president’s sub-
stantial lead in the opinion
polls as the Republicans
were unable to afford an
advertising counter-attack.

Now the critical decision

for Mr Dole is where best to
spend his funds, not least
whether to invest the neces-
sary $10m or so required to

be effective in California, the
largest state where Mr Clin-

ton has been holding a com-
manding lead.

But it is Mr Perot's deci-

sion to accept his federal

entitlement - based on the
19 per cent of the vote he
won as an independent in

1992 - that is the most
intriguing. It means he may
not spend more than $50,000
from his own fabulously
deep pockets between now
and November.
That is nothing compared

with the more than $60m he
forked out on the 1992 effort

and only a fraction of the
several millions he has spent
to set up the Reform party
and underwrite its two-part
nominating convention in
California and Pennsylvania.
The billionaire must now

scramble around after other
people's money if be is to

raise the additional $32m
that would bring him up to

the allowable limits applica-

ble to Mr Clinton and Mr
Dole - no easy task when
individual donations may
not exceed $1,000 per person.

Nor, according to Mr Rus-
sell Vemey, the Reform par-
ty’s executive director, will

its nominee be able to
receive the estimated addi-

tional $10m allowable to Mr
Clinton and Mr Dole from
their respective Democratic
and Republican parties. The
Reform Party’, be said, had
not yet qualified as “a
national political entity"
under the campaign financ-

ing laws, as it had not yet

qualified for every state bal-

lot in the nation.
The question of money,

never before a consideration

to Perot adherents, was on
the minds of delegates at
Valley Forge. As one put It:

"Who is going to send
money to a billionaire?”

The inclination may be
even less if Mr Perot does
not improve his standing in

the polls, which have slipped

below 10 per cent of late, and
if former Colorado governor
Dick t -Minin who won more
than a third of the vote of
the few party members who
cast a ballot, remains at
odds with the nominee.
To be fair. Mr Perot did try

to address this question in

his acceptance speech- He
derided the fundraising tech-

niques of the two mam party
candidates, which, he said,
made both beholden to spe-

cial interests.

He then called on his inde-
pendent-minded supporters
to dig into their own pock-
ets. saying such an ctTurt
would render them compart
hie to the Minutemen of the
American Revolution wlm
turned around the struggle
against the British.

His homespun and self fi-

nanced convention stood in

deliberate contrast to that
held in Sail Dii*go last w<->-k

and Chicago beginning on
Monday, with their huav>
corporate sponsorship, cash
and in-kind contributions
matching the approximately

$12m provided from federal

funds for each.

The tobacco industry, fur

example, was a risible pres-

ence among Republicans,
hosting several parties for

delegates on yachts in San
Diego Harbour. But the Dem-
ocrats. traditionally the
recipient of less support
from big business, have
become equally professional

in fundraising and under-
writing.

This is witnessed by the
fact that one of the co-chair-

man of the Chicago host
committee is Mr Richard
Notebaert. chief executive of
Ameritech, the "Baby Bell"
company. In the IS months
up to last June. Ameritech
had contributed about
$365,000 to Republican con-
gressional candidates and
$140,000 to Democrats.
But it is the federal gov-

ernment which is the biggest

single prorider of mother's
milk, ironic since all three
candidate believe, in differ-

ent degrees, that it must be
cut down to size.
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NEWS: INTERNATIONAL

ANC’s credibility hit by cash donation
Mandela’s admission of a secret R2m gift has embarrassed the party. Roger Matthews reports

P resident Nelson Mand-
ela of South Africa last

week made perhaps
his most surprising admis-
sion since taking office after

the 1994 genera] election.

Before the poll, said Mr
Mandela. he secretly
accepted a R2m ($440,000)

donation on behalf of the
African National Congress
from a businessman who is

still the subject of a criminal

Investigation.

What made the admission
so remarkable was that only
a few days earlier the ANC
had issued an emphatic
denial that such a donation
had ever been made.
“The ANC rejects these

repugnant suggestions as
blatant lies. They are mali-
cious and defamatory,” it

said.

The explanation for the
ANC's denial, according to

Mr Mandela, was that he
told no one in the organisa-
tion about the donation,
including the treasurer, and
simply deposited the money
in the ANC account. It was
nonsense, he said, to think
the ANC would seek to influ-

ence the outcome of a crimi-

nal inquiry

If the issue had rested
there it might have been dis-

missed as a worrying lack of
co-ordination at senior levels

of the ANC. occurring when
the organisation, despite its

pledge of honesty and trans-

parency. could not be too
sensitive about the source of
its fUnds.

But, embarrassingly for
the ANC, this particular cat
was let out of the bag by its

favourite son, Mr Bantu Hol-

omisa, who at the last

national congress topped the

poD in elections to the exec-

utive committee. Mr Holom-
isa. once military ruler of
the nominally independent
Transkei, enjoys challenging

authority, and has worked
harder than most to culti-

vate the grassroots of the
organisation.

Mr Holomisa made other

allegations in evidence to

the Truth and Reconciliation

Commission, investigating
human rights abuses during
the apartheid years.

He said Mrs Stella Slgcau,

now minigtgr for state enter-

prises, had accepted a
R50.000 payment from the
same businessman. Mr Sol
Kerzner, the hotel magnate.

This particular
cat was let out
of the bag by
the ANC’s
favourite son

And Mr Holomisa further
alleged that Mr Kerzner had
paid for the 50th birthday
celebrations of Mr Thabo
Mbeki, the deputy president

It was no surprise when
soon afterwards Mr Mandela
sacked Mr Holomisa as dep-
uty minister of environment
and tourism. But even after

admitting^ R2m donation,
the president insisted that
he would not apologise to Mr
Holomisa, and would over-
rule anyone who wished to.

The ANC also pressed
ahead with disciplinary pro-
ceedings against Mr Holom-
isa at which he was accused
of misconduct, bringing the
organisation into disrepute,
and conduct unbecoming a
party member.
However, the hist round of

the disciplinary process has
gone to Mr Holomisa. He
claimed statements made by
the tribunal’s members
showed they had prejudged
the case
Mr Kader Asmal, minister

of water affairs and the tri-

bunal chairman, then with-

drew from the hearing,
which will resume at the end
of the month, Mr Holomtoi
has meanwhile confirmed
that he will fight all the way
to a full meeting of the
national executive, and take
the issue to the civil courts
if necessary.

Opposition parties are pre-
dictably enjoying the ANC’s
discomfiture. A spokesman
for the Democratic Party
described Mr Mandela's
account of the R2m donation
as “mind boggling.- How
was It no one else knew
about the donation, its

spokesman asked.

“Must we then conclude
that either the president
received wheelbarrow loads
of cash, or else he deposited
the cheque into his private
account? By acting in this

way Mr Mandela has opened
himself to all types of allega-

tions, including from within
his own party."

By highlighting the lack of
co-ordination among the
ANC leadership, Mr Holomi-

Bantn Holomisa: Enjoys challesigiiig authority and works
hard to cultivate the ANC grassroots F>oppcrto*o/Reu«r
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widespread problem, exem-
plified mast recently by the
wobbly response to both the
fail in the value of the rand
and worsening crime.
Mr Robert Schrire. profes-

sor of political studies at the
University of Cape Town,
argues that Mr Mandela is

the least powerful head of

government South Africa
has had for almost 50 years.

“If power is defined as domi-
nation over symbols, public

affection and deference, then
Mandela is pre-eminent,” he
says. “If, however, power is

viewed as the ability to

shape policy, and determine
the leadership cadre, then
Mandela is simply one mem-

bffi- of an executive team.

Mr Mbeki chairs cabinet

meetings more often than

the president, and conversa-

tions with ministers confirm

the extent to which responsi-

bility for handling issues

rests with individual “line

managers”. Forceful minis-

ters can push through legis-

lation or direct policy effec-

tively, but where
responsibilities overlap there

is often radllstioii and drift.

The lack of official

response to the dangerous
conflict between the Moslem-
led People Against Gangster-

ism and Drugs (Pagad) and
the criminal gangs in the
suburbs of Cape Town is the
best current example. Mr
Mandela and Mr Mbeki have
had little to say on the issue.

A growing danger Em- the

ANC is that the public, and
even some of its own sup-

porters, are beginning to

contrast such uncertainty
with the speed and determi-
nation it shown in mov-
ing against Mr Holomisa.
Opinion polls have all

shown substantial support
far Pagad’s actions in taking
the law Into its own hands,
and Mr Holomisa has been
repeatedly cheered when
adrirasgingr public meetings.

So strong is the ANC’s
grip on power it may safely

feel it can ignore such dem-
onstrations of popular feel-

togs. But in the absence of

more effective action on
other policy Issues, the per-

ception could grow that
what mobilises ANC leaders

most effectively is dissent

within its own ranks.

Sumitomo chief ‘was told of LME concern’
By Kenneth Gooding,
Mining Correspondent

Mr Tomiichi Akiyama, chairman of
Sumitomo Corporation, was per-
sonally Informed by the London
Metal Exchange it was concerned
about the Japanese group’s
operations in the copper market as
early as December 1991.

At that time, the copper market
was in turmoil and traders blamed
Sumitomo and its senior copper
trader, Mr Yasuo Hamanaka, for

engineering a “squeeze" by taking
tight control of most of the metal
in London Metal Exchange author-
ised warehouses.
Mr Hamanaka was dismissed in

June this year and Sumitomo
claimed he had lost $1.8bn by
unauthorised trading.

At the end of 1991 consumers
were complaining the copper price

did not reflect actual market condi-
tions and on December 3 the LME
executive was forced to put a limit

on the premium that could be

charged far rolling forward a con-
tract for one day because copper
for immediate delivery was so
tightly held.

Mr Akiyama at that time was
president of the Corporation and
the LME’s chief executive, Mr
David King, sent urgent inquiries

to him and Mr hna Nishiumi, the
director and general manager of
Sumitomo's non-ferrous metals
division.

This is dear from Mr Nishiuzni’s

telexed response to Mr King, a

copy of which has been obtained
by the Financial Times. Mr Nishi-

umi insisted: “We are confident our
present copper business with
regard to LME’s transaction [sic] is

legitimate and in accordance with
thp regulations of the LME.**
After confirming that Sumitomo

would be able to meet all its finan-

cial obligations and delivery com-
mitments, Mr Nishiumi added:
“The function of the LME is

essential to the globed copper
transactions and we hope you will

maintain free market for the bene-
fit of all participants."

Mr Raj Bagri, T.MTg chairman
insisted last week that senior oper-

ating management at Sumitomo
bad been told several times since
1991 that the exchange was con-

cerned about the group’s activities

in the copper market.
“We received assurances

from them they were fhlly aware of
the level of trading and we have
documentary evidence to prove
this."
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Hussein firm over PM
King Hussein of Jordan yesterday resisted £

c‘

resignation of bis prime minister, as culm

Jhrdan after three days ofrioting
thaM

doubling of bread prices agreed with the IMF-

Knrak. the south Jordanian town where the revolt

spread northwards up to the poor

suburbs of tbe capital Amman, was said by visitors to bo

auiet, although a curfew was still in force.

Mr Abdel-Karim Kabariii. the prime minister King

HuSetaappointed in January, told reporters m Amman.

“I nm not going to resign.” reflecting the king s n5»ol e

KSST ^avid Gardner. Middle East Editor

Eritrea cools island dispute
France said yesterday Eritrea had agreed to withdraw its

forces from a small Red Sea island, cooling a dispute with

Yemen that had threatened to derail arbitration of the

two Red Sea states* differences. After talks with Mr

Francis Gutman, the French mediator, "the two nations

have decided to avoid a crisis in resolving the incident

over Lesser Hanish island," said a French foreign

ministry spokeswoman.
Yemen bnH earlier threatened to take military* action

against Eritrea if mediation failed to defuse the crisis

triggered by its sending troops to the island. Both states

rfaim the islands of Greater and Lesser Hanish and

fought briefly last December over the islands. They later

agreed in Paris in May to settle the row through

arbitration. The islands are located near tanker routes at

the Red Sea’s southern entrance. Reuter, Paris

Chlna-Niger ties restored
rfhina resumed diplomatic relations with Niger yesterday,

four years after the West African country established ties

with Taiwan. Chinese foreign minister Qian Qichen and
his Niger counterpart Andre Salifou signed a joint

communique recognising Beijing as the sole legal

government of China and Taiwan as an integral part of

Chinese territory.

In 1992, a virtually bankrupt Niger established

diplomatic ties with Taiwan, regarded by China as a rebel

province, in return for a $5Qm aid package. Reuter, Beijing
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GM to expand in central Europe
By Kevin Done,
East Europe Correspondent

General Motors, the US
vehicle maker, is expanding
its automotive components
operations in central Europe
with tbe establishment of
new plants in Romania and
Poland.
The investments by Delphi

Automotive Systems, the
GM subsidiary and the
world's biggest automotive
components supplier, are in

response to increasing car
production in central Europe
as well as to the search by
west European vehicle man-
ufacturers for low-cost
sources of supply as part of
global purchasing strategies.

GM itself is building a
DM450m ($303m) car plant in

southern Poland to begin
production at the end of
1998, and it also has a small
volume car assembly opera-

tion in Hungary.
In Romania Delphi is to

Invest initially $7.5m to
build a greenfield site plant
to assembly wiring har-
nesses at Sinnicolaul Mare,
500 km west of Bucharest.
“Romania is a low-cost

area and our investment
there is an important step in
staying ahead of the compe-
tition.” said Mr Ren£ Hasp,
managing director of Delphi
Packard Electric Europe.
Output is to begin in mid-

1997 with full production to
be reached in 1999 with a

workforce of around 600.

Delphi said that the Roma-
nian plant would assemble
wiring systems mainly for
export across Europe, ini-

tially to Opel, GM's west
European car operations.

It would also supply local

carmakers, and talks are
under way to supply Rodae,
the Romanian joint venture
controlled by Daewoo of
South Korea.
In addition to Romania

Delphi already has wholly

owned operations in central

Europe in Hungary, the
Czech Republic and Poland.
It has wiring harness plants
in all three countries and
also has a small seat assem-
bly operation In Warsaw.

In Poland Delphi is plan-

ning to acquire in the
autumn the state-owned Zak-
lady Sprzetu Mechanicznego.
Poland’s largest manufac-
turer of automotive radia-
tors and heaters located in

Ostrow.

United
Airlines

close to

$3bn order
United Airlines is close to
announcing an order worth
over $3bn for up to 50 air-

craft from Boeing of the US
and Airbus Industrie, the
European consortium, writes
Michael Skapinker, Aero-
space Correspondent.
United, which this year

concluded a far-ranging part-
nership accord with Luft-
hansa of Germany, is expec-
ted to order 27 larger aircraft
from Boeing with a total
value of &15bn.
The order is likely to be

for 19 Boeing 747-400S, six
757s and two 777s. United
has already ordered 34 Boe-
ing 777s and has options on a
further 34.

United will also place an
order worth $600m for about
20 narrow-bodied aircraft
although top, airlinp Haw yet
to decide whether to opt for
Boeing or Airbus jets. The
aircraft will either be Boeing
737s or Airbus A319s.

The orders are likely to be
announced together, possi-
bly within a week.

Bombardier, the Canadian
transport equipment group,
has sold 16 50-passenger
Regional Jets worth
US$320m to Mesa Air, top
biggest independent regional
airline in the US, writes
Robert Gibbeus in MoratreaL

Deliveries will begin early
next year.

Mesa, which will operate
the aircraft In the south-
western US, has also taken
16 options or delivery posi-
tions, bringing the order’s
total potential value to
US$640m. Two big us con-
nector airlines, Comair
Skywest, are the leading
North American RJ custom-
ers. followed by Air
and now Mesa.
Lufthansa is the lead cus-

tomer In Europe and RJs are
also flying In France, Aus-
tria, Romania, Argentina
end Malaysia. Altogether 1%
have been delivered.

“Performance, profit
potential and proven techni-
cal support made us choose
Bombardier," said Mr Larry
Risley, Mesa chairman. The
aircraft will use GE CF34-
3Bl engines to give extra
climb-thrust in hot climates.

i-

Polo continues drive into Japan
Europe’s small cars are making inroads into a difficult market, says Michiyo Nakamoto

Japanese Inspect Volkswagen's Polo car after ft was unveiled in Tokyo yesterday

N ever mind that the
music was distinctly

French. The chan-
son-like tune that filled the
spacious hall of a Tokyo
hotel yesterday where Volks-
wagen unveiled its mass-sell-

ing small car. toe Polo, pro-

vided an appropriately
European mood in a country
where a European marque
holds significant cachet
The launch of the Polo

yesterday drew an unusually
large crowd of journalists -

testimony to the shining suc-

cess of Europe's small cars

in toe past year.

In the first seven months
of tote year, imported small
cars, with engine displace-

ments of under 2,000cc, have
increased sales substantially

at a tune when the overall

Japanese car market has
been lacklustre. Although
not as strong as the 14 per

cent rise in sales of imported

cars overall, sales of small

cars rose 7 per cent in the

period.

Opel’s Vita, for example,

marked sales of 9.309 units

between January and July,

compared with 8,230 units

between March and Decem-

ber last year, according to

Yanase, the sole importer of

Opel vehicles. The Vita is

expected to exceed its sales

target of 11.000 units to the

end of September
Although it started with a

email base, Renault, which
has not been a commonly
seen marque in Japan, more
fhan trebled its sales in that

period from 536 units last

year to 1.745 units.

Tbe rise is largely attribut-

able to the popularity of its

small car, the Twingo.
The arrival of the Polo is

expected to intensify compe-
tition further in tbe largest

car segment in the Japanese
market. In an aggressive
push into a fiercely con-
tested segment of the Japa-
nese car market, Volkswa-
gen alms to sell 6.400 Polos
in just four months to the
pnr! of top year.

The addition of the Polo to

the Volkswagen line-up in
Japan is expected to help
maintain the group's leading
position among imported car
makers with targeted sales
of 46,000 units this year.
The success of Europe's

small cars in what is widely

considered one of the most
difficult markets in the
world owes much to the sub-
stantial appreciation of the
yen over the past several

years, which has brought
European cars within reach

of that market in Japan.
Yanase notes that the

mg in reason behind the
Vita’s success is its afford-

able price of YL54m. which
Is only slightly more expen-

sive than leading models in

the segment.
European vehicle makers

have also tailored pricing

strategy to the Japanese
market by offering low-inter-

est loans, making the cars

affordable without harming

their high quality image.
At the same timp

j as the
emphasis on European-ness
at the Polo’s launch demon-
strated, the image of high
quality and sophisticated
design associated with Euro-
pean products, particularly
Gexman products, has been
Instrumental in expanding
demand for European cars in
Japan.

Opel, which, in Japan, is

recognised as German, haw
supported that image with a
range of safety features for
the Vita, which are unavail-
able in Japanese cars in the
same segment The Vita's
standard passenger-seat air-

bags and seat belt preten-

sioners are significant fac-
tors behind its popularity.
The success of Europe’s

small cars is likely to con-
tinue on the back of a
spreading divergence of taste
among Japanese drivers.

However, there are some
clouds in the horizon.
The recent weakness of

the yen, which has fallen 26
per cent since its high point
last year when it reached
about Y80 to the dollar,
makes importing into Japan
at current prices less profit-

able. If the yen weakens fur-
ther, foreign car makers will

have to consider whether it

Is worth expanding their
dealership networks in order
to Increase sales, points out
Mr Enda Clarke, industry
analyst at Dresdner Klein-
wort Benson in Tokyo.

M eanwhile, Japa-
nese carmakers
are not sitting

still. Toyota, in particular,
which is the price leader, is

determined to claw back a
larger share of the domestic
market where it has slipped
in the first half of this year.
The company has said over
and over again it will use its

pricing power to regain
ground, notes Mr Clarke.
With the Polo's launch,

Europe’s small car makers
are expected to take a
greater share of the Japa-
nese market But whether or
not they are able to continue
making significant inroads
in Japan owes as much to
the exchange rate as to their
ability to withstand the
expected counter-offensive of
domestic manufacturers.
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Vietnam lifts

car kit quota
Vietnam's Trade Ministry has raised its 1996 car kit
import quota in a move generally welcomed by vehicle
manufacturers.
The decision allows the import of another SL500

unassembled vehicles, known as completely knocked
down (CKD) kits. Hanoi's previous 1996 quota allowed
import of 3,500 CKD kits and 1,500 completely buDt units
for vehicles of up to 12 seats.
Total Import quota for all types of vehicles in 1996,

including second-hand vehicles, is 20.000. Vinastar, a joint
venture involving Japan's Mitsubishi Motors, also
welcomed the news. Six foreign manufacturers build
vehicles in Vietnam, but details of how the extra quota
would be shared were not clear. Hanoi has granted
licences so for to 12 manufacturers. Reuter. Hanot

Japanese invest more abroad
Japanese companies are boosting investment abroad
despite the recent weakening of the yen against the dollar
anafears that the domestic economy will “hollow out” asa result, a survey published yesterday shows.
Companies surveyed by the Nihon Keizai Shimbun

dady said they would boost capital investment overseas
1L6 per cent in the year to March 1997. exceeding a
planned per cent rise in domestic capital spending.
This compares with a 14^ per cent rise for overseas

£V^ent
,

and a 219 *** cent *** 111 domestic spending
in the fiscal year to March 1996. The percentage of thecompanies total production done overseas is expected to

SSTSUr 111 199847 »« tte previous
As,a toPPed the list of sites for plannedJapanese corporate investment. Reuter, Tokyo

Singapore investors’ problems
Singapore Investors are not happy with profitability oftoeir businesses in China, with problems of red tapeSum*31'T™65 said ’ Jt cited an unpublishedstudy by the National University of Singapore but found

potential of the Chinese market.
The study found 40 per cent of Singapore comnanks inCbtoa dissatisfied with their profitability. 42 per centmoderate y satisfied and 10 per cent man thiTmoderately satisfied. Top of the complaints list wasl^ucracy, followed by everchansfcig invest^ rules,

Cofopmn®, ^

Taiwan push on shipping ban
T^wanese transport executives yesterday formed a^S^ t^ to“dabanond^^P^dnks

sS-^sffiaassss-s*These include the status of shipping

with the mainland*
W3n

— Reuter, Taipei
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Japan’s trade surplus falls 38% Japan

Trade batancs (¥ *000 bn)

15 —

By Emiko Terazono and
MfcWyo Nakamoto m Tokyo

Japan’s trade surplus fell by
37.7 per cent in July com-
pared with the same period a
year ago, the finance minis-
try said yesterday. The con*
tinning contraction of the
politically sensitive trade
surplus was on the back of a
solid growth in imports that
outpaced the recovery in
exports.

It was the 20th consecutive
month of year-on-year
decline in the overall sur-
plus and the 17th consecu-

tive month of decline in the
surplus with the US. The
surplus with the US showed
only a small decline, 45 per
cent to Y31&7bn (S3bn), as
Japanese car exports shifted
into higher gear.

The July surplus - the
smallest surplus for the
month in 14 years - at
Y504bn, reflected strong per-
sonal computer and crude oil

purchases which were the
main factors behind a 35.6

per cent rise in imports. The
strength of personal com-
puter imports highlights the
extent to which many Japa-

nese manufacturers have
shifted production overseas.

Companies are moving facto-

ries offshore to countries
with cheaper labour and
then bringing the goods back
into Japan, also boosting
import numbers.
The rise in imports, which

has continued for 27 months
in a rowj has far outweighed
a firm increase in exports,

which grew for the 12th con-

secutive month. Exports
climbed 17.4 per cent on the
back of a rise in car and
computer exports.
Economists said the rise in

exports heralded moderate
export growth for the rest of
the year, which in turn
would begin to stem large
declines in the trade surplus.

Car sales were the largest

contributor to overall export
growth, rising 35-5 per cent,

while exports of personal
computers and other office

equipment rose 27.6 per cent.

Crude oil imports rose 48.9

par cent, computers 52.7 per
cent, and scientific and opti-

cal products 77.8 per cent.

Although the trade sur-
plus is expected to continue
to fall, economists expect the

dollar’s appreciation against

the yen to slow the pace of

decline. ‘The currency fluc-

tuations will be reflected in

August figures where the
rate of decline will start to
slow,” says Mr Kazuhlko
Ogata, economist at Jardine
Fleming Securities in Tokyo.
Other indicators yesterday

gave mixed signals for the
economy. Household spend-
ing in Jane rose 3.4 per cent
from a year earlier for the
first time in three months,
indicating a recovery in con-
sumer confidence. Average
monthly household spending

Sourer nwwlmni

in the first half of the year

rose 1.5 per cent
Japan’s limited revolution.
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The last great traditional geisha dies at 1 02
By Mfchfyo Nakamoto in Tokyo

Tsntakiyokomatsu Asaji, the last
great traditional geisha whose
admirers included prime ministers
and corporate chieftens, died yes-
terday aged 102.

Many In Japan's political and
business elite acknowledge her
death as the passing of an era,
when Important decisions tn
domestic politics and business
were often made in a secluded gei-

sha house. Tar from the gaze of the
public.
The practice of escaping worldly

woes to the comfort of the music
and dance that are the lunmarine
of the accomplished geisha, per-
sists today in privileged circles,

though its popularity has dimin-
ished in the face of competition
from karaoke and settai (corporate
entertainment).
Ms Asqfi was regarded as the

finest geisha of this century, per-
forming traditional arts whose
admirers included Hideki Tojo,
Japan's prime minister during the
second world war, and Soichiro
Honda, founder of the car com-
pany.

She gave artistic- pleasure, and
occasionally even worldly advice,
to leading figures in politics and
business during one of the most
turbulent periods in the country's
history.
Ms Asaji first performed in

Tokyo’s Yanagibashi district in
1910 at the age of 16. In her 100th
year, appeared in a fashion show
for the elderly and published her
autobiography.
In 1989 her contribution to Japa-

nese performing arte was recog-
nised with the award of an impe-
rial medal.

Her life spanned the modern
Japanese nation, from the Me(ji
era in the last century, when the
country opened to the outside
world in the quest for modernisa-
tion. through the second world
war, to more recent years of eco-

nomic supremacy.
Historians believe the number of

geisha has dwindled to just a frac-

tion of the figure when Ms Asaji
was at the height of her glory
more than half a century ago. Her
death at a time of rising settai and
karaoke could accelerate the
demise of this Japanese tradition.

The rise of a more garish of gei-

sha was highlighted during the
late 1980s by the rise to promi-
nence of another woman, nui
onoue, the Bubble Lady.
The new attraction also won the

attention of leading bankers and
industrialists, and apparently gave
them counsel in her clnb in a
sleazy district red-light of
Osaka.
Having built equity stakes In

leading industrial companies and
banks the eminence of the Bubble
Lady collapsed with the Tokyo
stock exchange index.

China keeps tight grip on cable TV boom
Tony Walker reports that foreign groups are
being kept out of a rapidly expanding sector

China: the big picture show
Cable subsettbers nationwide (m)

80

*Sourwj^

Mr Murdoch’s Star TV to

C hina’s economy may
be slowing under the
weight of credit

restrictions, but in one area
there is no sign of slacken-

ing - the rapid spread of
cable television.

While foreign cable opera-
tors such as Mr Rupert Mur-
doch’s Hong Kong-based Star
TV network covet a slice of

the world's fastest growing
TV market, China’s home-
grown cable industry forges

ahead at extraordinary
speed. Mr Li Ke Han, a dep-
uty director of the Ministry
of Radio, Film and Televi-

sion is not exaggerating
when he says the industry
has built “great momentum”
for further development.
In 1990, nationwide sub-

scribers to cable totalled Just

13m households cnzt of a tele-

vision-owning papulation of
about 250m households. At
the end of July this year
numbers of subscribers had
swelled to 45m, and by 2000
that figure Is expected .to

reach 80m, making China
easily the biggest cable tele-

vision market in the world.

Mr Li predicts that within
five years cable coverage
will be available to 90 per

cent of China’s l-2bn people,

and 98 per cent in urban
areas, under the country's
ninth five-year plan
(1996-2000).

Gaining access to that
market has become some-
thing of an obsession for for-

eign operators. . . and a con-

tinuing frustration. Bids by

forge an agreement whereby
Beijing’s China Central TV
(CCTV) would rebroadcast
Star pr-ngramming and col-

lect cable subscriptions have
come to nothing.

And judging by Mr Li’s

strongly negative reaction
there is little prospect of Mr
Murdoch securing an early

breakthrough. “Mr Murdoch

has a lot of beautiful
dreams," said Mr LL “But at

this stage I don't think it

will be possible in China for
Mm to realise them.”

In the highly sensitive

area of news and entertain-

ment China is not about to
allow foreign operators even
so much as a toehold in the
distribution chain. Pro-
gramme makers, the indus-

try’s software providers, also

are not likely to find the
market particularly lucra-
tive in spite of a voracious
appetite for new material
Foreign cable services are

restricted to three-star hotels

and above, although house-
holds with their own satel-

lite dishes are able to tune in

to Star TV and other such
services.

In Hong Kong, Mr Alex
Ying, general manager of
corporate affairs for TVB,
one of the main providers of

Mandarin programming to
China, predicts that demand
will be “phenomenal”, but at

this stage cable operators
are either unable or unwill-

ing to pay international
prices. “Many of the foreign

programmes are sold at
“friendship" prices by com-
panies eager to enter the
China market; he says.

Programme suppliers feel

obliged to take a long-term
view, hence their willingness

to provide material for the
time being at "knock-down"
prices. They hope to reap the
rewards as the market
matures and the power of
advertising makes itself felt.

Suppliers also labour
under quota restrictions

designed to protect local

Industry. According to Mr Li

of the Ministry of Radio,
Film and Television, China
buys 2,200 programmes a

year, including series, for its

cable outlets - which num-
ber about 600 nationwide,
apart from a further 600 ser-

vices provided by local oper-

ators such as larger state-
owned enterprises.

“Our aim," says Mr Li, "Is

to Import enough foreign
programmes to provide up to
two television plays every
day.” Beijing is also working
to improve its own program-
ming and, where possible,

engaging in joint production
with foreign operators.
CCTV, China's powerful

state-controlled central
broadcasting service, stands
at the hub of the new cable
system, with four channels
launched in 1994 catering
specifically for cable. In the
core areas such as Beijing

and Shanghai, subscribers
have access to two dozen
channels and it is planned to
increase coverage to at least

28 channels across China by
the first half of next year.

At Beijing -Cable TV, Chi-
na's largest subscriber ser-

vice, Mr Guo Junjin, the
director, estimates the net-

work has hooked up about
half the 3.3m households in
the capital Coverage is simi-

lar in Shanghai and Guang-
zhou, and running at about
40 per cent in the other big
markets of Tianjin east of
Beijing, Chengdu and
Chongqing in Sichuan prov-
ince. and Wuhan in central

China,
Beijing Cable has in Mr

Guo’s words become a

“model" for the development
of the industry across China.
Starting in 1990 with a low
wattage system provided by
Marconi of the UK. the net-

work is now installing a
fibre optic cable to replace
the multi-channel micro-
wave distribution system
(MMDS) which is limited in

capacity and unable to pro-

vide other services such
as high-definition TV and
video-on-demand. The new
digital system would have
capacity for several hundred
channels.
Beijing Cable is investing

about 9200m in the new ser-

vice, but such 1s demand
allied with strong growth in
advertising that the network
expects to recoup its invest-

ment in just 4-5 years. Bei-

jing subscribers pay a one-
off connection fee of Yn300
($36) and YnI2 a month.
Advertising revenues
account for about a third of

the network’s revenues, but
the proportion is growing
quickly.

Perhaps surprisingly,
given the restriction on
imports of foreign program-
ming, Mr Guo expects little

problem filling time on the
cab! e networks ’ m ultiple

channels, which carry a mix-
ture of news, sport, enter-

tainment and increasingly

popular business and eco-

nomic information pro-
grammes. “Our problem,”
says Mr Guo, “is not a short-

age of material It is that we
need more channels.”

ASIA-PACIFIC NEWS DIGEST

China satellite

in wrong orbit
A Chinese telecommunications satellite - launched on a
Long March 3 rocket - has foiled to enter the planned
orbit, the official Xinhua News Agency said yesterday.
Chinese officials said the satellite, launched from the*

Xichang space centre in Sichuan province cm Sunday, was
now in a lower than planned orbit. "There was normal
ignition and normal lift-off, but the satellite Is not in

proper orbit,” said a spokesman for Great Wall Industry,
which manages China's commercial satellite launches.

The satellite was launched for domestic TV and
telecoms use. It was bought from Hughes Space and
Communications, part of General Motors of the US.
China's state-run media has said the satellite was insured
for $120m. partly by the domestic People's Insurance and
partly abroad.
Embarrassed by previous failures, Chinn has become

increasingly secretive about its commercial satellite

launchings. In February, a rocket carrying a satellite for

Washington-based Intelsat blew up within seconds of

lift-off. killing at least six people, the second Chinese
rocket to explode in 13 months. Reuter. Beijing

North-South Korean venture
The first joint venture between North Korea and a South
Korean company since the end or the second world war
began operating yesterday, a company official said.

“Three plants under the Joint venture began operating
in (the northern port of) Nampo," a spokesman for South
Korea’s Daewoo said. The North Korean partner in the
venture is Pyongyang's Samcholli General Corporation.
The 50-50 joint venture, in which Daewoo has invested

$5.12m. has a capacity to make 3.1m shirts and blouses.

600,000 jackets and 300,000 bags a year.
Daewoo was the first South Korean company to get

government approval to establish an industrial venture in

the communist North. The final go-ahead was given to

Daewoo in May 1995. During his visit to North Korea in
January 1992, Daewoo chairman Kim Woo-choong agreed
with Northern officials to promote joint ventures, in

November 1994. South Korea lifted a ban on business trips

to North Korea and allowed local companies to set up
offices there. Reuter. Seoul

Taiwan trip set to irk Beijing
Mr Lien Chan, Taiwan's vice president, headed for an
undisclosed European country yesterday In a move likely
to provoke an angry response from Beijing. Taipei share
prices fell nearly 3 per cent on fears of further
deterioration in already icy ties with Beijing.

Mr Lien, who is also Taiwan's premier, was reported to

have briefly passed through Vienna an route elsewhere,
variously speculated to be France, Switzerland, Hungary
or Spain. Mr John Chang, foreign minister, would only
say Mr Lien had made a detour to a “third country" for a
private visit. Laura Tyson. Taipei

Malaysia Industry growth cut
Malaysia announced yesterday industrial output grew at
a slower pace in June than the average for the first half of
this year, adding to evidence that the economy is slowing.
The June index ofindustrial output rose 6.8 per cent

from the same month a year earlier and 25 per cent from
the preceding month. This compared with an 112 per cent
Increase in the first half of 1996 over the same period last

year, the national news agency Bernama reported.
Like neighbouring Singapore, Malaysia has been hit by

the global slowdown in demand for electronics goods. But
economists said that the overall economy remains
buoyant, James Kynge. Kuala Lumpur

Pakistan Shia-Sunni killings
An unknown Sunni Moslem militant group claimed
responsibility yesterday for an attack on a Shia Moslem
meeting in Pakistan’s Punjab province in which up to 18

people were reported killed. “We have retaliated for the
people who were martyred in Karachi and we will defend
Sunnis at every corner." the group, calling itself

Lashkar-e-Jhangvi, said in a faxed statement
The claim came one day after had gunmen fired at a

Shia religious gathering in the village of Chak-205, near
Mails i, 290km south-west of Lahore, and appeared to

confirm suspicions that it was a tit-for-tat retaliation
for a deadly attack on a Sunni procession in Karachi last

j

week. Reuter, Lahore

Indonesia

riot arrest

is upheld
By Manuals Saragosa
in Jakarta

An Indonesian court
yesterday upheld the arrest

of the country’s leading

trade union activist on sub-

version charges concerning
riots which rocked Jakarta

last month. Observers say
the move is likely to be fol-

lowed by similar rulings

amid a crackdown on politi-

cal activists after the riots.

Ms Megawati Sukarnopu-
tri's case challenging her
government-backed dis-

missal from the leadership of

the opposition Indonesian
Democratic party is to come
to court on Thursday. Riot-

ing broke out last month
when police evicted her sup-

porters from the party head-

quarters in Jakarta-

Trade unionist Mr Much-
tar Pakpahan, arrested three

days after the July riots,

filed a suit against five offi-

cials of the Jakarta attorney-

general's office for alleged

illegal detention.

Mr Pakpahan, a labour

lawyer and former leader of

the independent Indonesian

Prosperous Labour Union

(not recognised by the gov-

ernment), argued the war-

rant was illegal because it

mentioned subversion but

failed to refer to specific

details. Subversion is pun-

ishable by death in Indon-

esia-

The judge yesterday

rejected the claim and told

Mr Pakpahan “the warrant

contained enough detail on

the charge far which the sus-

pect was arrested”. At the

weekend, the authorities

extended the validity of Mr
Pakpahan's arrest warrant

to September 28.

Ramos says Moslem
insurgency has ended
By Edward Luce In Manila

Philippine President Fidel

Ramos yesterday declared an
and to the 24-year Moslem
insurgency In his first meet-
ing as bead of state with Mr
Nut Misuari, leader of the

largest Moslem separatist

group-
Mr Ramos said the insur-

gency, which has cost

between 50,000 and 100.000

lives since 1972 and cast

doubt over the Philippines’
niaim to political stability,

would give way to an auton-
omous arrangement with the

country's 5m Moslems-

The 18-member Organisa-

tion of Islamic Conference
(OICj, which has sponsored

the three-year peace talks,

has pledged an unspecified

level of investment in Min-

danao. home to most of the

country’s Moslems, on suc-

cessful completion of the

deal expected to be signed

in Jakarta on August 3L
Mr Nur Misuari, who is to

be appointed chairman of

the autonomous council

which will be in charge of

allocating development
funds to the region, con-

firmed the violent conflict

was over. “We have agreed

to end the war and restore

peace,” he told reporters

after a five-hour meeting

with Mr Ramos.
Mr Ramos, who promised

when.be was elected in 1992

to negotiate an end to Mos-

lem and communist insur-

gencies, has guaranteed to

step UP public Investment In

Mindanao, one of the conn-

fry's poorest regions.

The region, which covers

about a quarter of the Philip-

pines' land area, contains

about half of the country’s

cuhAtantial Eold and copper

President Ramos (right) with Nnr Misuari yesterday

reserves and is also thought
to be a potential source of
oil. Petronas. Malaysia's
state oil company, recently

signed an agreement to pros-

pect for oil in Mindanao.
Under the deal - encour-

aged by Malaysia, Indonesia

and Brunei, the Philippines’

Islamic neighbours - the
autonomous council will be
replaced by a permanent
autonomous structure after

a plebiscite in three years.

Until then, up to 10,000 Mos-
lem guerrillas will be inte-

grated into the Philippine

military and police force.

“Barring any unforeseen
disasters this is basically the

end of a long and painful

war," a European diplomat

said. “It would be very sur-

prising if the deal were not

signed as scheduled in Jak-

arta at the end of the
month,”

Several foreign companies,
including Australia's West-

ern Mining and Renong Ber-
hari, the Malaysian hotel and
property company, have
pledged investment in the
region. Mindanao is also the
Philippine portion of the

East Asian Growth Area - a
“growth triangle" compris-
ing Brunei, the Malaysian
state of Sabah and Sulawesi
in Indonesia - set up in 1994.

The four countries have
pledged to eliminate trade

barriers within the sub-re-

gion by 2000.

INTERNATIONAL ECONOMIC INDICATORS: BALANCE OF PAYMENTS
Trade figures are given In batons of European currency units (Ecu). The Ecu exchange rate shows the number of national currency units per Ecu. The nominal effective

exchange rats Is an toefex with 1985=100.
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Brussels may step in again in cable TV row
By Raymond Snoddy m London

Cable companies in Britain are
likely to seek European Commis-
sion intervention again in what
they see as unfair market domi-
nance by British Sky Broadcast-
ing, tbe satellite television ven-
ture.

The cable companies have
already claimed to Brussels that
the wholesale price they have to
pay BSkyB tor most of their
important channels, such as Sky

Movies and Sky Sports, means
they are unable to offer cable tele-

vision subscribers good value. Mr
Rupert Murdoch's News Corpora-

tion is the dominant stakeholder

in BskyB.
Earlier this year the Commis-

sion expressed interest in the
case, but said it would wait to see

if the issue could be resolved in

Britain.

The cable companies fear that
undertakings given by BskyB to

the Office of Fair Trading in

Britain will fail to yield conditions
satisfactory to them.
They say they have to pay

60 per cent of the rate BSkyB
charges its dish-owning customers
before going on to negotiate rights

to a number of channels not
owned by BSkyB. “We are paying
for a 10-ounce can of beans and
only getting six ounces” Mr Brad-
ley Henman, a senior executive at
Videotron, said yesterday. Under
existing rules, including a recent
BSkyB subscription price rise, the

retail price that BSkyB charges
dish-owners a month is less than
the wholesale price BSkyB
charges cable companies, Mr
Hernnan claimed.

Cable companies such as Video-

tron, General Cable and CableTel

are concerned that the Office of

Fair Trading in the UK is now
unlikely to do much to change the

terms of trade between BSkyB
and cable companies.
Last month after a six-month

investigation Mr John Bridgeman,

the director general of fair trading

said BSkyB’s acquisition of pre-

mium programming, such as

exclusive sports rights, had cre-

ated a barrier to entry.

“The barriers to entry raise con-

cerns that although BSkyB is not
arti-nfr-smti^nm-put Uiutdy the com-
petitive process is being
impaired," Mr Bridgeman said

then. The OFT said new undertak-

ings Jiad been secured from
BSkyB. including a promise to

produce a revised rate card and

submit It to tic

Unless the now rate oners

fundamentally changed terms, u*.

*»ahie companies, with the 1*1
backing of the Cable

tions Association, are expected

return to Brussels.

BSkyB has agreed to drop its

insistence that cable caupamM

offer a package of basic channels.

BSkyB is today expected to

announce pre-tax profits of

than £250m ($3S7-5m> for the l-

mooths to the end of June.

Shakespeare’s Globe
prepares for encore
L ondon's replica Globe

theatre - an Ameri-
can directors’ dream

made possible by British
craftsmanship - tomorrow
opens its doors for its first

season of Shakespeare.
Yesterday the final

touches were being added to
the main part of a 25-year-
old project conceived by
Sam Wanamaker, the US
actor director who died soon
after building began three
years ago.

Nails were still being
banged into wooden
benches, and there was simi-

larly hectic last minute
painting of the props for the
performance of The Two
Gentlemen of Verona.

In spite of the last-minute
building work, the biggest
risk the project faces on its

“sell-ont” first night, is

from the weather. The fore-

cast of thundery’ showers
breaking London's sultry
summer later today could

mean a third of the audience
getting unceremoniously
soaked.
In its drive for authentic-

ity, the Globe has an uncov-
ered area in front of the
stage where 500 people will
stand just as the “ground-
lings” did in the 16th cen-
tury.

Safety regulations mean
that no one will be allowed
to carry umbrellas, although
tomorrow’s audience will
have one facility not avail-

able to the groundlings: toi-

lets are within easy access
in the adjacent buildings
although not in the theatre
itself.

It will also be much less of
a crush. The theatre has a
1,500 capacity, compared
with the 3.000 of its origi-

nal.

According to theatre offi-

cials, the Globe is well on
target to attracting 500,000
visitors a year by 1999, gen-
erating enongh income to

finance all the administra-
tion costs of the completed
complex.
With £12m ($18.72m) of

National Lottery money
already invested in Globe, a
further £6.5m is being
sought to finance the com-
pletion of a Shakespeare
exhibition and building of
an education centre.
In an effort to get It, the

Globe’s head of fundraising,
Ms Elizabeth Herbert, is

offering hospitality pack-
ages. There are no takers
yet but Ms Herbert is hope-
ful there will be by 2pm on
September 21 1999, 400
years after the first recorded
performance at the Globe
and the planned completion
date for the whole complex.
The theatre itself will not

be considered fully com-
pleted until next June when
a festival of Shakespearean
theatre will be held.

Asms? Aahwood

Jimmy Burns Midsummer night’s dream- final seating preparations foreshadow what will be for some the realisation Of a 25-year goal

Six-month delay for computer system to track offenders
By George Parker,
Political Correspondent

The introduction of a Home Office
computer system, intended to
keep checks on offenders on pro-
bation. has been delayed by at
least six months.
Mr Michael Howard, tbe home

secretary, has ordered Bull Infor-

mation Systems to make a series

of changes to the system after

staff complained it was unwieldy
and user-unfriendly.

Staff claim to have been so con-
fused by the system - part of a
£97m probation service initiative
- that information on some dan-
gerous offenders may have been
wrongly stored.

The National Association of
Probation Officers maima the sys-

tem developed by Bull is so com-
plicated that it may never fully

come into service.

“If this system is ever delivered
it will be expensive and unpopu-
lar,” Mr Harry Fletcher, the asso-

ciation’s assistant general secre-

tary, said. “The system is being
imposed by the Home Office, and
is inferior to some of the in-house
systems developed by individual

probation services.”

The Home Office Insisted yester-

day that the nationwide computer
network would be introduced in a
rolling programme over five years
across all 54 probation services in
England and Wales. It admitted
that pilot projects had thrown up
“a few problems”.

Bull was commissioned in 1994

as the prime contractor to develop

a case records administration and
management system (Crams), as
the basis for a nationwide proba-
tion service network. It declined

to comment yesterday.

The project was designed to
allow probation officers to track
offenders across the country, and
to allow Information held on an
offender to be passed between dif-

ferent services.

But the programme has been

beset by problems. At one stage

software had to be rewritten after

Home Office nffirrlala discovered it

referred to probation service "cli-

ents”, rather than “offenders” -
eventually It was agreed to refer

to “cases".

In November 1995 the Bull sys-

tem was Introduced in two pilot

areas - Surrey and the.West Mid-
lands — but staff complained the
system was too complex.
Surrey probation service spent

most of a year's training budget

on teaching staff to use the com-
puters.

Officers have also argued that

health and safety was sometimes
overlooked when computers were
installed.

Mr Alex Carllle. Liberal Demo-
crat home affairs spokesman, has
asked Commons questions about
tbe system and yesterday said he
did not believe Home Office assur-

ances that the six-month delay
would not push up the cost of the

project.

Charities

challenge

asylum
measures

Charities yesterday mounted

a judicial challenge to gov-

ernment plans to Uidcecuto

‘isvluiu seekers benefits

retroactive, as loesil author!-

ties were left in confusion

over how to implement the

new regulations.

A final High Court ruUng

on the joint action by Shel-

ter the charity for the home
less, and the Refojtw Coun

oil was postponed to give

ministers time to respond.

But the charities obtained a

temporary injunction
against plans by a south

London council to evict

affected tenants immedi-

ately.

The moves represent a

last-ditch attempt to stop the

controversial measures, due

to take effect yesterday,

from being implemented ret-

roactively to February. Shel-

ter estimates that about GOO

families could face eviction

if the challenge fails.

The regulations - which

remove eligibility for benefit

from asvlum seekers who
are appealing against judg-

ments or failed to apply for

asylum within 24 hours of

arriving in the UK - have

been the subject of bitter

political debate since first

being proposed last October.

Mr Peter Lilley. the social

security secretary-
, initially

implemented the moves in

February, but they were
struck down by the High
Court in June on the
grounds that they violated

the rights of asylum seekers

and required primary legisla-

tion. The measures were
reintroduced by the govern-

ment in the asylum bill,

which was finally passed
last month.
But there is now confusion

among local authorities over
how to implement the mea-
sures. According to the
Department of the Environ-
ment. the provisions are ret-

roactive to February but a
spokesman for the Depart-
ment of Social Security said

yesterday they should apply
from this month.

BUSINESS OPPORTUNITIES
READERSARERECOMMENDEDTO SEEKAPPROPRIATE PROFESSIONALADVICEBEFORE ENTERING INTOCOMMTIMEOTS

^ Claire Broughton 0171 878 8234 Fax 0171 878 3064 Melanie Miles 0171 873 3808 /f*

Make a Big Deal!
US Military Vehicles

for Sale.

We sell US military utility vehicles.

Request our free catalog, and send
us your bid in writing by 17 Sept. 1996.

PRMO Motosworth, England

TeU 44 - (0) 1480-842-635

Fax: 44 -(p) 1480842-103

internet: httpV/wvrwjarms-cBajnfl EUROPEAN

Current Investment Opportunities
Rapid Hygiene Testing £250,000

2 1 st Century Building Blocks £300,000
Electronic Asset Management £200,000

Pathology Services £100,000

Confectionery Group £150,000

High Productivity Seaplane £l-7m
Data Fusion £300,000

Italian Office Furniture £100,000

Diagnostic Equipment Provider $lm
Board Games £80,000

New Retail Chain £650,000

Recruitment Consultancy £100,000

On line Design Directory £200,000

Italian Motorcycle Dealership £75,000

Escape Mask £200,000—. Full details in monthly Report

CK) Ftee trial subscription for investors
i978-VTeJ; 01865784415 Fax: 01865784412

INVESTORS REQUIRED
very rare business opportunity hotel/casino development in

existing labulous famous hotel situated In new central

re-development/regeneration area, mostly completed 1996

new designated gaming area.

Please plume Les WBHUsgliaffl or Haigamt Yates on

01524 417180 Of FaX PI524 8328Z7

PROJECTAND COMMERCIAL
funding available to UK and International clients.

Anglo American Group Pte-

Tel: 01924 201 365 Fax: 01924 201 377

BOROUGH OFRESTORMEL
REDEVELOPMENT OF

NEWQUAY HARBOUR, CORNWALL
The Council of the Borough of Restonnel at St Austell in

Cornwall is seeking ideas for the redevelopment of a small

fishing harbour on the North Cornish coast at Newquay.
The area is considered to be one of die premier resorts in

Cornwall but the traditional industries air in decline.

Ideas for redevelopment of the harbour and its surrounding

areas are sought from the private sector along with possible

means of funding.

Expressions of interest requesting further details should be

forwarded to:

The Technical Officer

Mr. T. F. PearceC Eng MICE
Borough of Restonnel
39 Penwinntck Road

St Austell, Cornwall PL25 5DR

%

PROPERTY UAHAfiEHBfT/
PROFBTTYlUMTaUMCE

COLHEMMED
Ideally In

Greater London area.

Principals only.

VVte« Beat Bens. Hnardai'nrws.
OmSoulhMskEMga.

LondonSE19HL

SANDWICH FACTORY
Consultant Required

To set up a new Factory to

manufacture SANDWICHES m
London. Apply with full details

ofprevious experience in this

field sad state what your
charges wfli be.

Reply la Bat B4703. financial

Tones, One Southward Bridge.

London SEI 9HL

THEATREANGELS
An opportun ity to participate in

THE CHARLESDICKENS
CLASSIC HARDTIMES
For the new Nol National Tour

From the producers of
WutherutgHeightsand

Pride St Prejudice

For farther details comet
GOODCOMPANY

46 Quebec Street. Brighton BN2 2UZ
Or Phooe/lax 01273 606926

Awell-established 1ATA

Passenger/IATA Cargo

registered Ah/Sea/Paddng

Frieght-Fonrarderand Travel

Agent, based dose to

Heathrow Airport, seeks a
commercial manufacturer or

cftverisifed multinational for

development of in-house

freight/travef brokerage.

To IncBcsto your intarost,

pi—so fax RoMn Nye (London)
No: 444 (0) 181-680-9773.

NON-EXECUTIVE
HEAVY

Farmer Chief Executive of major
advertising agency offers grey hairs

and wisdom. business development
•kills, creative resources aid wide

iiiviHmu iMit and marketing

experience to companies needing

weight without overhead.

Front a day a mmtft

Write to Box BUflZ FcancaS Tnnev Ooe
Southwvfc Bridge, London SETSHL

AUCTIONS

MANAGING DIRECTORS needed to

Iraki as Business constttams tar wok
«Sfi owner managed buamsMS In 0*
Londonw rWrarir your CVtoTha
HamWedenGoup US; 01 71 830 8386.

FINANCIAL INVESTMENT required by
unkjue small Publishing Co. for

magazine ot 135.000 minimum
eeeulBOari. Ownra prepared toatom
genuine offer*. F» if interested to

0171 247 1550.

Public Auction Sale
Tuesday 10 September

machinery & equipment no longer required by

UNITED STATESAIRFORCE
Airforce Plant #3, Tuba, Oklahoma, USA

Aerospace Manufacturing Equipment
including stretch formers, presses, pressbrakes, shears, drop
hammers, hydrotels, boring mills, spar & airframe mill, jig

borers, lathes, mills, drills, grinders, saws, routers^ cranes.

BE
For full colour brochure please contact

ORMAN LEVY ASSOCIATES. INC.
1*. (A 1M RY. It-li-pli'Kir 01 to2 27-

[ .i\ 22r.

OFFICE EQUIPMENT

OFFICE FURNITURE
Due to dty bank order postponement we have a large

quantity of quality executive and system ranges -

conferences and receptions.

Large choice of veneers: (Walnut Rosewood, Ash etc.)

with discount of up to 40% from R.R.P.!

London Showroom tor viewing
Please contact

LINEflBURO LTD Tel: 01 992 504530
FREEPHONE: 0500 821565

BUSINESSES
WANTED

ACQUISITIVE
TRAINING GROUP

specialising in (he
environmental, waste
management, healthcare
andTEC market places.
wishes to hear from

compatible businesses.

BeptyteBocBSni, FlaamriBlTama,
OneSenJtnmrt Bridge,

Lomdpn SEJ 9UL

BUSINESSES FOR SALE

REPUBLIC OF POLAND
Minister of Privatisation

Invitation to negotiations

The Minister ofPrivatisation acting on behalfof the State Treasury in accordance with Art. 23 of tbe
Law on Erirathation or State-Owned Enterprises ofJuly 13, 1990 (Journal ofLaws No 51, i*<—

1 293
and aubseqeqit rancmiiucnts)

hereby invites to negotiations all Parties interested in acquisition ofnot less
than 10% ofshares ofthe Company

Fabryka Kabli "Oiar6w" S-A.
in Oiardw

Fahtyfca K«Mi "Qfcartw" SA. is located 15 kxo from Warsaw and is one of tbe hugest Polishmsmftctoren oftelecommunications energy transmission and construction, cables, in 1995 Coamanvtnmove amounted toPLN268 m.
jn acoontooce wift Art 24 of the Law on Privatisation of Stale-Owned Entepriaea. the Minister ofTriva&sstoaji to offer up to 20% of the total shares to employees employed with theCompany as at-tbe day of its registration at the Commercial Register. According to tbeTcouncil of

5%of,bt ^

*

Investocs may be offoed shares not claimed byohher tbe ranployces or for re-privatisation purposes.
Parties interested in acquiring shares of the Company and lecomns die pnm.L.,- ..

Memorandum should contact Hie advisor 10 the Mbristor ofPrivatisation-.^
Information

ACCESS Ltd.

00-580 Warszawa AL Szrncha 3

fex: 6214050. teL: 6212323, 6281294, 6288677
Jaccfc Cbwedocrric

Tbe hrfomation Memorandum, including Company information Liult . .

delivered to selected Parties apoa rigninp of Confidentialitv Undm-i:.-
procedures, will he

endktocy by the Mini** of^SaSE. °f +*
Information Memorandum, by Septcmbre 20tfa 1996.

bmitted, baaed upon Ihc

The Mto^orPriratiBstioo reserves ibe sole right to extend ihe tender sutaniraion dearf-K*. *<nnca<* tcadreprocedures or annul the tender without prior notice or expressed reasons^”
d^d4me

- *

TELECOMMUNICATIONS

Nrw lowtana

HowLow?

fttiwXfcw.
UJcNts?S023
Australia SOJO
France!n ! SOJ5
Japan

j|! ,
30J6

German^; 50J9
5.AWyg$047

mIh

Enjvy even greater

serings on inter-
nohonai coOa toith

mr touvst rates

cterl Using the
fiber optic net-
works of AT&T
andother qnohty
carriers. we
secure the dear-
est and most
ccfinbtetines. Use
(Callback from
home, office or
hotds and savd

SPECIALTY
processor/recycler
XUiTgrowth oppty’mia Ig. mtccl
Co. coSects & processes
cooking ol from local
restaurants. DisL finished
produrt to bteixfing plants as
antaal feed addffive.
Numerous supplier contracts
in place. Southeast Rah*

t

31.6MM; pretax 5S50K Don
Quartermanf John Poythress
(313) 573-5333; Rftfff 133908.

BUSINESS
SERVICES

MARLBORO mads In tha U.SA isr

information please contact

JLKMBrtefoB te3KM3S9«aoULSA

legal notice
FLOSETTA FOODS LIMITED

'

WBainw imamaag)
NO!** K HOSsf OVEN id 5cm lira

*a{SE«5S“l IK?Z £2*2

SfrJfSSiaaA^toa*ra/
-•-to—totssyas

IM
NSUDWXX»dVMi«tjroW

For Sale

Souvenirs fit V
large house. Iot«

reputation - near I

Switzerland. 10
Price £2 million.

Enquiries to:

Chiffire 05-M6209,
P.O. Box: 7621, «

SWITZERLAND

legal
notices
hiremaitoor

K&AL(15Q)UMItED

'sasssssp

OMdlfagaiitto

HWCOOHrraJwaUpoocKi,,,,^.^
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NEWS: UK
Corporate governance review shows companies failing to curb excessive top-level pay

Executive bonus scheme code ‘flouted’
By WHfiam Lewis In London Hie committee chaired by Sir Greenbury’s most important
_ .

Hichard Greenbury reported last recommendations. However, Pirc
companies have ignored, and In year in response to concern about found 484 per cent of companies it
some cases flouted, key recommen- the high level of remuneration surveyed had added theL-Tip to an
cations on executive bonus offered to boardroom “fat cats". tnrteHngr share optical scheme,
schemes made by the Greenbory One of its most important recam- The Greenbury report also
report on executive pay, according mendations "was that companies . directors sfrnnid wait a mininr*7™
to consultants. - should replace share option of three years before fcwlHng L-TTp

i .f
J°^ te?n 1>onus (L-Tips), schemes with L-Tips because they payouts- But “this recommended

introduced by companies following;
1

were mare likely to align directors' TnintrruTjp become in practice a
publication of the report, could and shareholders' interests. maximum, with over 90 per cent of
lead to “excessive payments’* to L-Tips, which typically involve setting thfo as. their per-
directors for below average perfor- the payment of shares to directors formance period”, Pirc says,
mance, a study by Pirc, the corpo if their company beats financial or The consultancy concludes that
rate governance consultancy, says, share-price targets, was one of “central elements of the Greenbury

report on L-'Hps are not being fol-

lowed**, and that “too many
schemes have been designed with*
out attention to the recommenda-
tions of the Greenbury report”.
The study is the first in a series

by Pirc examining whether compa-
nies are complying with the
report's most important elements.
The studies will be submitted to

the Hampel committee, which will

examine implementation of the
Greenbury report and other corpo-

rate governance rules.

Pirc. which advises institutional

investors, analysed 31 L-Tips put
forward by companies for share*
holder approval between January 1

and July 17 this year.
Greenbury stated that companies

should avoid “excessive pay-
ments”, but pirc found the most
common payment from
L-Tips was worth 75 per cent of
directors' remuneration. Green-
bury also said performance targets

for directors' payouts should be
“stretching”, yet 42 per cent of

Fire’s L-Tip sample will pay out for
below-average performance.

Names drop
Lloyd’s rescue
plan challenge

Sunshine spurs FT-SE 100 rise
Trend in US bonds also helps lift index to all-time closing high

By John Mason
and Ralph Atkins in London

Rebel Lloyd's of London
Names yesterday abandoned
efforts to force an appeal
against their defeat in a judi-
cial review of the insurance
market’s recovery plan, but
refused to close the door on
future legal action.

The decision by the Paying
Names’ Action Group
(PNAG) came as Lloyd’s
sought to head off another
potentially destructive legal

action, in a US federal court
in Virginia. Underlining the
importance of that case. Mr
Ron Sandler, Lloyd's chief
executive, is in Virginia to

give evidence.
PNAG represents Names -

individuals whose assets
have traditionally supported
Lloyd's - who have met ah
their liabilities but feel the
reconstruction plans dis-

criminate against tham and
in favour of those who
defaulted on their debts.

The US challenge comes
eight days ahead of the
August 28 deadline Lloyd's
has set for Names to accept
the out-of-court settlement
which is part of the recovery
plan.

Disgruntled US Names are

claiming that the recovery
plan should comply with US
securities laws.

An application by Lloyd’s
to have the action dismissed
was expected to be heard
first, with the Names’ bid far
an Injunction freezing the
recovery plan considered
later.

In the UK PNAG decided
against asking the Court of
Appeal for its case to be re-

opened. Rs decision followed
a High Court ruling last
week that Lloyd’s had acted
legally in drawing up its

“reconstruction and
renewal” proposals. The
High Court refused leave to
appeal
Mr Tony Welford. the

group’s chairman, said the
group had decided not to
press for an appeal partly
because it would have
required an extra £100,000
C$156,000), and raising the
extra funds over the week-
end “was an impossible
task".

However, he said the
group was keeping its

options open and would see
whether the Virginia case
ended up “doing our job for

us”. But Mr Welford
stressed: *T don’t want to do
anything that will damage
Lloyd’s. 1 just want to get
fairness between an Names.
I do know there are a whole
lot of people who are suffer-

ing enormous financial .dam-
age."

S
uddenly, the UK stock
market is basking in
the sunshine. The

FT-SE 100 index chalked op
an all-time closing high of
3,872JQ on Friday and man-
aged an intra-day high of
3,877.9 yesterday.
The change in sentiment

has been striking. For much
of the year, London has
looked enviously on as other
world stock markets surged
ahead. In the first half of
the year, the FT-SE-A All-

Share Index rose by just
3.3 per cent, while the Dow
Jones industrial Average in
the US climbed by 12 per
cent and the World (ex-UK)
index rose by 6.5 per cent in
sterling terms.
The past few weeks have

seen a series of corporate
results which were In line
with, or better than, expec-
tations. And UK economic
data have shown few signs
of inflationary pressure.
Indicating that Mr Kenneth
Clarke, the chancellor of the
exchequer, may be able to
cut base rates farther in
spite of the opposition of the

Bank of England, the UK
central bank.
But the international

background has done much
to contribute to the change
in mood. In the middle of
July, most investors were
convinced that the US Fed-
eral Reserve would raise
interest rates when it met
today to head off inflation-

ary pressures. However, the
recent run of US data have

indicated that the economy
might he slowing mil inves-

tor opinion has switched to
believing the Fed win leave
rates muflumged.
In response to calming

fears about inflation, the 30-
year US Treasury bond yield

has dropped from 7.25 per
cent to 6.75 per cent, with
knock-on effects in other
international bond markets.
Since bonds are a potential

alternative Investment to
equities, a fall in bond
yields makes shares look
more attractive - and is nor-
mally a positive influence
on stock markets.
World markets generally

have rallied in response to

the US rate picture. But the
UK has also been able to
catch up some of the ground
lost earlier in the year — the
All-Share has gained 5.7 per

cent since July 16, against
3.8 per cent for the World
(ex-UK) index.
One reason for the UK

market's earlier weakness
was that investment institu-

tions spent much of the year
reducing their exposure to
UK shares. -Polls conducted
by Gallup on behalf of Mer-
rill Lynch, the securities
house, repeatedly showed
that investors were net sell-

ers of domestic equities.

However, a consequence
of that shift is that investors
built up plenty of cash,
enabling them to move
quickly into the market
when the mood changed.
August is traditionally

one at the slowest months
for share trading, with
many dealers away an holi-

day. As a result, those inves-
tors who are trying to put

cash into the market have
found that their orders have
had a significant effect on
prices.

Institutional caution ear-

lira- in the year may have
been due to signs of a slow-
ing of UK and mainland
European economies, which
created worries about scope
for profit growth. But more
recent data have shown
signs of a pick-up in the UK,
particularly in the consumer
sector, with house prices
and retail sales rebounding.
The UK corporate sector has
also been restructuring and
Is focusing on cost control.
Another factor which bad

held back the market was
political risk. Investor fears
of a possible Labour govern-
ment in the UK have concen-
trated on micro-economic
issues such as the minimum
wage, acceptance of the EU
social chapter and potential
changes to the tax system to
discourage dividend pay-
ments. These policies are
expected to bite into corpo-
rate profits and reduce the
attractiveness of shares.

Investors may feel the

risks are “priced in” to mar-
kets. given that Labour has
been ahead in the opinion
polls for so long. But as the
election grows closer - it

must take place by the end
of next May - jitters about
the result may return and
pose the biggest threat to
the recent rally.

Philip Coggan

UK NEWS DIGEST

Nokia joins

train project
Nokia, the Finnish electronics group, has won the

contract to provide mobile radio for tbe Northern Line,

one of the most complex parts of the London Under-
ground.
The contract, worth some £10m (Sl5.Sm> to the Finnish

company, is with GPT Strategic Communications
Systems, which in turn is under contract to GEC Als-

thom. GEC Alsthom has a contract to provide train ser-

vices on the Northern Line. Nokia will be responsible for

the supply, installation and commissioning of tbe com-
plete radio system. Nokia believes the contract is impor-
tant less because of its value than for the opportunities it

opens up for the technology - it plans to develop the sys-

tem for other markets. Alan Cane

MAIL STRIKE

Talks with unions stepped up
The chief executive of the Post Office intervened publicly
yesterday for the first time in the postal service’s worsen-
ing industrial conflict and called a meeting for tomorrow
of the leaders of all three trade unions involved.

Mr John Roberts intends to spell out the growing threat
to the Post Office's commercial future if the postal dispute
is not settled quickly and the government carries out its

threat to suspend the Royal Mall's letter monopoly for a
further three months from September 5. Robert Taylor

U CREDIT SERVICES

Overseas cards raise competition

The recent arrival of mostly transatlantic competitors,
such as International Bonk and People's Bank, offering
no-frills, low interest credit cards, has polarised the mar-
ket, according to a report published yesterday by Data-
monitor, the research group.
The arrival of the new cards, competing almost entirely

on interest rates, has forced banks to respond with bene-
fits packages offering paints for money spent on their

cards. According to Datamonitor. the banks have chosen
to protect earnings rather than market share. It said the
market share of the leading six issuers was 66 per cent,

but falling.

• Capital Shopping Centres, one of the UK's largest

retail property companies, is to launch a Visa card at its

out-of-town Lakeside centre in eastern England. The move
reflects a trend among retailers to expand into financial
services and follows the launch by Tesco. the supermar-
ket chain, of an interest-bearing current account attached
to its Clubcard loyalty scheme. Motoko Rich

EURQSCEPT1CS

Tories question ID card symbol
Mr Michael Howard, the home secretary, has delayed the
launch of a national voluntary identification card, amid
concerns from Tor; MPs that the card might give the
European Union flag precedence over a British symboL
Government officials said Mr Howard was adamant that

a British symbol - possibly the royal crest currently used
on UK passports - would be “of equal, if not greater, size”

than the EtFs star-spangled blue flag. The card could be
used as both a driving licence and passport for use within
the EU. George Parker

- Claire Broughton 0171 873 3234
BUSINESSES FOR SALE

Fax 0171 873 3064

IWIaddnlay Hyde Motors
1960 Limited
The Law cfPtvperty Act Recovers offer

Mackhtlay HyrU Motors I960 Limited

m Long established freehold car daalerships

based in Cleveland with outlets in

Gubbomugh, BUBngham and HarttopooL

a Turnover approximately £~l5m&cn per annum
m Portfolio of investment properties producing

rental Income of £74.000 per annum,

a Over SO used cars

All enquiries to RogerM Griffiths, JointLawof

PropertyAct Receiver, Ernst & Ybung Norham
House, 12 New Bridge Street West Newcastle

upon Tyne. NE1 BAD. Tel: 0191 261 1063.

sMErnstaYoung

PETROL RETAILERN THE WORTH WEST
FUEL RETAILERS LIMITED

IN ADMINKmnON
The JointAdmlntstialcxa, Alan John Rattan FCA. and Peter

John
.

Robertson Sonster FCA, offer for sale as a going

concern the assets of Fuel Retailers Limited, a petrol retailer

operating in the North West of England Principal features

Annual turnover £7 mfllion.

6 freehold and leasehold sites in the North West.

Par farther details contact Alan Sutton or Richard WaDcev,

Baker Tilly, Bnzamue House, Lincoln Square,
ManchesterM2 5BL. TW: Oltt S34 5777. Fuse 0161 835 32*2.

BAKER TILLY
Chartered Accountants

Authorised to cany on auifr salt end autntMd id cany on InwMtKNl
ttSnsabytiiNSuadOialWdtecareiahEmadinlWB.

Cosmetics
9 High qualify product • Growth potential

l Niche Market • £l-5m sales • 20% PBT

• North American/International market

Please write to:

John Coriess Partnership

Monza House, Fircroft Way. Edenbridge, Kent TN8 6EJ

FOR SALE
*dstmtH*rn,Hot rottedm

s te a wed esobtehed and

MANUFACTURER OF
UPHOLSTERED FURNITURE
For sate as o going concern the business and assets of
CoobostUpboMery Umlted OnAdmlnMiuitw Bacetventdp).

* Modem leather lounge suite apodafct with adcBflonal
fabric stffe production.

* BecoSent service racord to mcinly independent retaSeis.

* Annual turnover per last auetted accounts SSLSmHon.
* 26200 sq. ft. freehold premises at Satocten. Lancashire.

Ctotalstte area 2£S acres).

* Skffed workforce.

Foe further detail contact ftmJoM Administrative Receiver
Oerold Smith. Cotwyn Chambers.
19 Wm* Street. Manchester M2MA

Tat 0161 2343777 Fax: 0161 4563309

ROBSON RHODES RSM

Rotmn BnoOMbanaio by too
AeaavHt&m In Biglaid endMWnta soar

nrenorCMrtams

FOR SALE
Small profitable

DAIRY ICE CREAM
COMPANY

including hD modem
Bin&ctsring plant and

auxiliary equipment,

cold store and transport

UKwd Export

customer base.

Genuine enquiries to

B» NtXB«7m HnsncWTImre

Ore8at6wart aridgs.lJcnaonaeiflHL

1SUOTTNG FRASKHXSfiiNOKI'B

Primp wife. T/wt* £400,000 pt,draW*

BUS Cl75.000Reh 28S*

stoutssh«v iwJteWj®*
cnwmefrbutyiaatwireWraPOa

LAp. Rett BMP*.
BUS £175.000. R*fc

HARVEY
0161 833 2000

knighti VI n.

1 ran
Exclusive offering

Premier Bermudan Resort

93 unit luxury Resort located on

agppnx 16 acres of beaefa front

property cn Bermuda's i»emicr soulfa

shore. Improvement* tadude

• 23 guestconges, ownerA staff

hdMM « Hi-aanranM& lounge.

* PcxiL tennis and golfnearby.
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OHMEDA
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fOae to Rc-Otgimwtioa)
InLm ante Works

STATION ROAD. STEETTON.WEST YORKSHIRE. ENGLAND

Ort! Wednwdiy. 11th Sutmmlm 1«6 «g Tfcn Thtr^ in

OVER 1000 LOTS OF SUPERB CNC PRHHSKJN TOOLROOM AND PRODUCTION
MACHINERY. INSPECTION AND LABORATORY EQUIPMENT. OFFICE AND
ftCTORYAKNITURBIAU-TOTHE VERY HIGHESTSTANDARD)

ON VIEW TUESDAY I0TH SEPTEMBER 1996

MMTO4FMANDMORNINGOFSALE

• HENRYJ^BUTCHER TEL: + 44 ITT 405 5501“ FAX: + 44 171 242 2809

Business Sale Search
i u movers ClOUk - l.'H)l)M

FREE! - MONTHLY
I DftaGNipocMkf&mintanv

0177 434 OI

FOR SALE
Residential Proparty Portfolio

8 terraced houses man. avafl

Rental income £27.040

Price: Cl 52.000

Telephone: 0121 5SI 5380

Coopers
&Lybrand

TIMBER SAW MILL
AND MERCHANT

Tho Joint Admlntetraftve Receivers. Jonathon Sisson and

Amanda Robertson, otter tar sale the business and assets of this

company, wfft over 40 years trading experience.

Principal features of tho business indudoc

• fully equipped saw mill and tender yard near Gt Yarmouth,

Narfoft

• currant workforce 30

• treehoM premises wttti extensive storage tacitBtes

• suppliers of softwoods, fencing ond panel products to

construction and fabrication markets

Far further Information, please contact Timor Smith of

Coopers & Lybrand, The Atrium, SI Georges Street,

Noratcb NR3 TAG.

Tel: 01 603 61 5244. Fax: 01 603 63 1 080.

Coopcrr A Lybrandn mnbarisod by (be bmtimw of Ctmnerad Accaanam*
i» Eagland and Wdn nenyoi lMsaanra Bwtra /
PETROL RETAILER
IN THE NORTH WEST
VALUE HOLDINGS PLC

IN ADMINISTRATION
The Joint AdmimatraUns. Alan John Sutton FCA. and Peter

John Robertson Souster FCA, offer for sale as a going

concern the assets of Value Holdings Pk, a petrol retailer

operating in the North West of England. Principal features

Annual turnover £15 minion.
17 freehold and leasehold sites in the North West

For further details contact Alan Sntton or Matthew
Berkley, Baker Tilly, Brazeanose House, Lincoln Square,
Manchester M25BL. Tel- U1C1 834 5777. Fax: 0161 835 324L2L

BAKER TILLY
Chartered Accountants

Authorised to cany on audit work aid auewrtnd to any on Iraewnni
biBtoMbyBMlnlKutoetCnMMadABeaassraMEnpsMSM waits.

Nougat & Chocolate
Manufacturing Business

The Administrator often for sale on a going concern basis die business and
assets of EA Diaper Limited

Principal Features include

- Hanover circs £ I Miflioa * Good Customer Bose
• Established since 1965 Midlands trned

Iter further details contact:

John Harlow or Kirin Misery

HKM Harlow KfcandhlaMhny
Mendway House
la Salisbury Rood
Leicester LEI 7QW
TH 0116 354 44M
Fax: 0116 2544490

HKM
Harlow • Esandbm -Mm

Karl Loynton 0171 873 4874

Specialist Joinery
Manufacturer

<! c Devon

[

The business and assets of Trico

Systems Limited (In Receivership) are

v5 ^
available for sale. Key features include:

Established 1982

Blue chip customer base

M Specialising in repetitive short-

<^V run joinery based production

H Annual rumover c- £2.3m p_a.

s Current order book cJEOJm

) - Skilled workforce

J0 6

Quality modem plant and machinery CO r-
Quality portal frame (22,000 sq. ft.)

> O ii freehold property, built in 1 990,

J? with good access to N15— K
<D
aa

For further details contact the

Joint Administrative Receiver,

Duncan Swift. Grant Thornton,
Cobourg House, Mayflower Street, \ /Plymouth PLl 1LG

. fS * Tel: 01 752 669911
Fax: 01752 665414

L C
GrantThornton&

The U.K. member firm of Grant Thornton Imcrnarioml.

Authorised by the Institute of Owltied Accountants in

England and Wales to cam- on investment business.

jF
1 Coopers

i& Lybrand
i/

INDUSTRIAL
CHILLING AND

FREEZING SYSTEMS

to
i

Tha Joint Adminlsfrotors, Jontfhan Ssson of Coopers & LyfMrtd

ond Rabbi Ashe of Louewell Bloke, otter for sale the business

and assets at this company specialising in industrial chiKing

ond freezing systems, which has Boded for some twelve years.

Principal tortures of fie bustrwsfe inductee

• turnover £3.4m in 1995

• design, manufacture, instaHafion of short and medium

term retention systems

• assets for sate: equipment, order book, goodwill

• much work subcontracted, supervisory staff retained

For further informafloa please contact etttnr:

Jonathan Sisson of Coopers Sr Lybrand,

The Atrium. St Georges Street. Norwich NR3 IAS.

Tel: 01603 615244. FfflC: 01603 631060, 0T

Andrew Turner of Loveweli Blake,

89 Bridge Road, Oulton Brood, Lowestoft NR32 3LN.
Tel: 01502 563921. Fax: 01502 584630.

Oopcn& Lybrand md LnncD Bilksm Mhonxd byQk
lutim of Chanan] Accohuuhs In Hngtud and Wafas
IPcany on toxauacra BmlncH
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I
t sounds like a dream com-
puter network: it offers
26.000 services and has 14m
users who spend nom hours

connected to it each year- It can
be used to book train and air
tickets, make theatre reserva-
tions and look up the latest infor-

mation on the stock exchange. It

brings in FFr7bn (£890m) of reve-

nue a year for its owners, France
Telecom.

Yet, despite its undoubted pop-
ularity, the Minitel may be under
threat from a newer, more glam-
orous rival: the Internet
Minitel is one of the technologi-

cal success stories of the 1980s. It

is impossible for visitors to
France not to notice the ubiqui-

tous terminals dotted around
public areas such as train
stations, cafes and post offices.

For the French, Minitel is simply
a familiar part of the landscape,

as much a part of daily use as the
public call box in other countries.
Mlnitel (or Teletel. as it is more

correctly called) was introduced
in 1982 by the government-owned
France Telecom as a way of pro-
viding a centralised network of
information. Like the now-
defunct Prestel network in the
UK, Minitel is a videotex system,
which means that a screen and
keyboard are connected electroni-

cally to a phone line, allowing
the transmission of text and sim-
ple pictures.

The first thing to go on the
network was the national tele-

phone directory - and that is still

Mini tel’s most frequently used
facility. This was followed by a
vast range of services provided
by commercial suppliers - not

Minitel is trying to fight off the challenge of its more

glamorous rival, the Internet, writes Kim Thomas

Keyed up and
ready for battle

only booking facilities, but
the ability to buy goods, read bul-
letin boards, pay bills and send
e-mail.

The monochrome, character-
based Minitels begin to look
old-fashioned, however, when
compared with the Internet,
which not only offers sound, col-
our. animation video clips,

but allows users access to ser-
vices worldwide. The current
extent of Internet use in France
is difficult to estimate, but the
number of Internet hosts has
increased by 615 per cent in three
years, and there are now 3,000
French Net sites.

Faced with such a powerful
competitor, it might seem that
Mmitel's days are numbered, but
France Telecom is not icing the
challenge lying down.

Its response has been two-fold.
First, it has launched a new gen-
eration of Minitel terminals, the
Magis. Magis Club and SilLage.
The Magis and Magis club termi-
nals have colour screens, a baud

rate of 9.600 bps (eight times fes-

ter than traditional Minitels) and
a built-in. and highly secure,
credit card reader. The Sillage is

essentially a telephone with a
display screen, which combines
three functions in one: phone,
answering nwd Minitel
access.

S
econd. France Telecom has
launched its own. Internet
service provider. Wansdoo,

which provides Internet connec-
tions at the cost of a local phone
call Bruno Janet, a Fiance Tele-

com spokesman, regards the two
services as complementary,
rather than competitive.

“It is not the aim of the Minitel

to have sound or pictures. The
Minitel is a simple facility that
can be used by families.” he says.

“The Internet is for high-level

users - you do not get a PC in

every household.” He points out
that, in spite of a decrease in
Minitel usage in 1995. the figures

for the first four months of 1996

show an Increase of 5 per cent
Janet believes that- greater

Internet access actually encour-

ages people to use the Minitel: "A
good analogy is with mobile
phone use. More and more people
are using mobile phones in

France, but the use of fixed
phones is also going up.”

Just to be on the safe side,

France Telecom has ensured that

it is possible to access Minitel via
Wanadoo. so that even Net
enthusiasts do not have to choose
between the two networks. And
there is no reason why they
should, argues Janet: “If French
people want Minitel, they can
have Minitel. If they want Inter-

net. we can give them access. It

is not our strategy to oblige peo-
ple to choose.”
He points out that even Net

users may still need to use the
Minitel from time to time: “On
the Minitel it is possible to buy
goods, or to pay for train and
aircraft tickets. That is much less

common on the Internet.”

France Telecom has launched a new generation of NBnttel temilnels as weB 85

Perhaps the trickiest area of
comparison between Minitel and
the Net is that of cost.

At first, Minitel seems to lose

out. Although the basic model of
Minitel terminals is provided free

of charge, the cost of connection
Is high- Furthermore, if you want
a Magis or Magis Club you have
to pay, and the credit card reader
costs more.
Advocates of the Internet point

to its relatively cheap connection
costs, but neglect to mention, that

the initial outlay for a high-speci-

fication PC and modem is

unlikely to be less than. £2.000.

It need not be the case that the

Internet will wipe out Minitel.

France Telecom is making sure

that Minitel use expands, or at

least remains static, by increas-

ing the connections between the

two services.

Internet users can now send
e-mail to Minitel users, and vice

versa.
And while it is possible to

spend many happy hours surfing

the Net, if you want to do some-

thing useful, like pay your elec-

tricity bill or find out the train

timos to Cila is. Minitel is still

vour only option.

Whatever happens. Janet is

philosophical about tin- outcome
-1 do not know if Mattel will

exist in 30 years.” he says, “but

we are very optimist ir.

Readers interested in accessing

Minitel from their PC can down-

load the emulation software from

m.Minitel.fr*English
.
Coreiccy

connect-html.

Corporate
research and
development faces
a paradox.
Research activity

is increasingly
concentrated
within the
companies best
able to afford it,

the largest corporations which
dominate their markets. And
their research goals are
increasingly closely aligned with
the aims of corporate strategy.
This is a logical consequence

of increased global competition.
Bat it is not good for a high level

of Innovation. Corporate
research has become more
narrowly focused, says David
Liddle of Interval Research
Corporation in Palo Alto,

California, so that the very
companies most able to do
research are those most likely

not to take it on into
development.
Liddle believes he has a way

out of this predicament. Interval

Research with a pinch of spice
Hugh Aldersey-Williams on the role of independent mediators in R&D

Research was set up in 1992 with
5100m (£64m) from Paul Allen,
co-founder with Bill Gates of the
software giant Microsoft. Liddle
portrays the nearly 100-strong
company as an itinerant
research agency, working with
universities to stimulate ideas,
then selling the results on to
interested companies.
For two years, 3M of the US

has been running a similar
network to accelerate the
development of ideas already
fairly close to market. It has 150
companies on board as well as
government laboratories and
universities.

3M acts as a nodal point,
offering the expertise of an
appropriate 3M research
location. The innovator typically

retains the rights but 3M may

take oat a licence to sell the idea

on the global markets to which it

has easy access.

Corporations that have
shortened the timeframe within
which they expect an innovation
to deliver commercial benefits,

typically from IS to five years,
are finding that they are simply
failing to sow the seeds for

future growth, warns John
Howells, 3M’s UK technical
director. Did they get where
they are today by doing this kind
of thing? No they did not. he
says.

More or less independent
mediators such as these may
become a feature of commercial
R&D in the future, adding spice

to the research efforts of the
largest corporations and
providing small and

medium-sized enterprises with
an attractive alternative to
ftmding in-house research and
development.

Liddle naTt claim personal
familiarity with the frustrations

of research in a large
corporation. At Xerox’s Palo
Alto research centre during the
1970s. he was a memberof the
team that developed the Star
workstation, a project
incorporating a pioneering
graphical user interface. Beset
by strong competition in its core
copier business. Xerox failed to
capitalise on the research,
leaving it for Apple and then
Microsoft with Windows to bring
these interfaces successfully to
market.
Part of Interval Research’s

agenda is to continue to explore

ways in which electronic and
media products might be made
easier and more fUn to use. ha
the US, Interval Research has set

up collaborations with Stanford
University and the Media
Laboratory at the Massachusetts
Institute of Technology. But its

biggest investment has hem a
£2.5m five-year sponsorship at
the Royal College of Art in
London, which has setup a
research studio in its department
of computer-related design.

Hie RCA Research Studio and
Interval Research undertake
joint projects both privately and
for external clients. Interval

researchers pay frequent visits

to the college and students enjoy
internships at Interval’s

headquarters zn California.

Employing researchers as

consultants in this way allows

Interval Research to assemble
the multi-disciplinary trams
necessary for confidential

projects without the need for

complex intellectual property
agreements.
Designers at the RCA’s

research studio have worked
with Interval Research scientists

on projects far Apple Computer
and LG Electronics (formerly

Lucky Goldstar) looking at new
ways to improve interaction and
make better use of flat-screen
LCD technology.
Other projects use

three-dimensional objects as a
more satisfactory indication of

data that is normally
communicated within the two
dimensions of the ubiquitous

One example Is telephone

answering machines whose
messages arc contained in

memory modules that look like

marbles.
Another theme is the

exploration of the human senses

usually neglected in computer
interaction. How. for example.

might sound convey a sense of

presence to a virtual location? A
haptic (touch-based) shaker
demonstrated at the college

degree show in June transmits

the feeling of contact. Such a
device might make ft possible to

reintroduce the ritual of n kind
of handshake to video

conferences.
Liddle was to London for the

degree show and to sing the

praises of the collaboration as

the RCA looks to add British

partners for future
pre-competitive research
projects. As a British institution,

says Gillian Crampton Smith,
the RCA's professor of
computer-related deslgn.it would
be good if its activities could
benefit British companies.
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INSURANCE
With the increasing complexities and competition within the

insurance market it is crucial thatyou stay aware ofthe core

developments shaping the global insurance industry.

Benefit from the unmatched analysis of key
industry issues within the following reports, priced
between £250 and £350. Please tick relevant boxes

for further information:

The Marketing and Distribution of European Insurance

A Strategic Analysis ofUK Insurance Markets

Captive Insurance

The Global Insurance Market

Direct Insurance in Europe

Global, Marine, Aviation & Transport Insurance

Global Commercial Insurance Broking

European Property Insurance Markets

European Health Insurance Markets

European Liability Insurance Markets

European Motor Insurance

Insurance in the EU & Switzerland

Insurance in France

Insurance in Asia

New Opportunities in the Latin American Insurance Market

German Insurance Industry

The US Non-Life Insurance Market

Market Opportunities in European Pensions

The Top 20 UK Insurance Companies

The Top 20 Global Insurance Companies

The Top 20 European Insurance Companies

EDI in the Insurance Industiy

NEWSLETTERS
World Insurance Report World Policy Guide

East European Insurance Report
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ARTS

poll the eyes
William Packer reviews
Velazquez in Edinburgh
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S
oon after he took
on the directorship
of the Edinburgh
Festival some
years ago, Brian

McMaster went on record in
saying that, under hfrn, the
visual arts would not be
neglected. In tbe event they
remain as much outside the
festival fold as ever. Not. as
Lord Lindsay, Minister for
the Arts in Scotland, said to
politely embarrassed laugh-
ter when the Director of the
Scottish National Galleries
put the point to him at a
meeting early last week, that
you would know. Not,
indeed, that he knew him-
self.

For the truth of it is that
the people who ran Edin-
burgh's galleries, public and
private alike, are not fools,

and are not going to leave
their walls and spaces bare
of Interest with the city
more full of people than at
any other time of year. Bat
they get no festival thanks
for their pains, let alone any
official co-operation or pub-
licity. Perish the thought
they should get any actual

financial help, not even the
smallest share in the com-
mon pot of arts council, local

authority and sponsorship
funds available, currently
some £3JJm. Pace the Minis-
ter's self-confessed igno-
rance, such cynical exploita-

tion of the professionalism of

others has long since grown
from complaint into scandal

'

It is more thaw Hum that Mr
McMaster kept his promise.
The joke, though I doubt

he would recognise it as
such, is that there is nothing
in bis festival this year that
matches in importance at
least two of the concurrent
exhibitions. Several more,
such as Callum Innes at
Inverleith House. Helen

Chadwick .at Portfolio.
Arthur Melville at Bourne
Fine Art, and the show of
contemporary Chinese Paint.

fog. Reckoning with the Past,
at the Fruitmarket, would
grace any that took itself
seriously as a true Festival
of tbe Arts. I shall return to
them in future articles.

As for the Giacometti ret-
rospective now at the Scot-
tish National Gallery of Mod-
em Art. which I reviewed in
June, it Is simply the best
fill] study of this great artist
that 1 have seen. Beautifully
installed, it has the special
virtue of at last establishing
Giacometti the painter on
the same plane of accom-
plishment and importance as
the sculptor. Bach oetrore
now stands as a discrete but
related entity, but it is the
whole artist we celebrate. I
make no apology for men-
tioning him .again.

T
hen there is the
small, concen-
trated show of
the young Velas-

.

quez at the
National Gallery of Scotland
which is of an importance
out of all proportion to its

size. This on its own
supplies sufficient excuse for

the trip to Edinburgh, festi-

val or no festival. There
are those who would argue
that there has been no
painter greater than Velaz-

quez, ever, and while we
may doubt the value of
such ranking exercises,
there are few of ns, save Mr
McMaster perhaps, who
would not cross a city to
spend some considerable
time with a single example
of his work.
The Scottish National Gal-

lery has one such, the “Old
Woman Cooking Eggs"- of
1618, painted In his native

Astonishing in its daring: the National Gallery of Scotland's ‘An Old Woman Cooking Eggs* by Velazquez

Seville when the artist was
barely 19. His precocious
mastery is no close-kept
secret, but it still astonishes
- the dose pictorial space so
clearly defined by the
objects set within it; the
monumental authority of the
figures, moderated by their

poignant naturalism; the
sheer realism of the stEQ-life;

the daring modernism of the
Caravaggesque chiaroscuro;
and the no-less dating com-
mon-place simplicity of the
subject-matter. -

The gallery has brought
together a further IS of

Velazquez' paintings from
this time, before he left

Seville for the Royal Court
at Madrid in 1623, along with
a handful of more doubtful

attribution, and some con-
temporary works to set the
context - by Ribera and
Ribalta and, notably, Velaz-

quez's teacher and
father-in-law, Francesco
Pacheco.
There are religious paint-

ings, large and small, St
John an Patinos. St Thomas,
the Adoration of the Magi
and so on, and a portrait or
two, but at the heart of it.

and making it the truly
remarkable show it is. are
the “Bodegones”. of which
the “Old woman" is but the
most remarkable.
These are the scenes from

modern, mundane life, the
maid in the kitchen about
her tasks, the men at the
table in the tavern, the
group of musicians, all beset
with the archetypal still-life

of mug and plates and sim-
ple food. All carry implicit

conventional moralities of
austerity and indulgence,
tha passing of time, life and
death. Scholars debate

whether the vignette of
Christ preaching in the
House of Martha, seen
beyond the shoulder of the
nwld, is actually seen
through a hatch in the wall,

or as a picture or in a mirror
an the wall. It has to be a
mirror, but it hardly mat-
ters.

For what rivets us so is

not the Interpretation but
more formal consideration.
The focus is sharp, the eye
clear and uncompromising,
fixed with all the intensity of
youthful determination upon
seeing things as they really

are - space, form, light, tex-

ture: jug. onion, bowl. dish.

In Madrid that touch and
focus would soften into
something rather more sub-

tle, delicate and sophist!
cated, but never more brave
and honest. The honesty was
set, and would never leave
him.

Velazquez in Seville:
National Gallery of Scot-
land, The Mound, Edin-
burgh, until October 26.
Sponsored by The Royal
Bank of Scotland and Banco
Santander.

O ther writers and
directors may
have more work
on show in Edin-

burgh, but John McGrath is

positioned
(

proudly at both
exfrfetaes 'hit- the festival

spectrum. On the Fringe,
The Last Of The MacEa-
chans (Theatre Workshop
until August 24) is the lath

est, and among the best, of
the small-scale solo pieces

McGrath has created with
his partner Elizabeth
MacLennan: a middle-aged
Highland woman comments
sadly upon the external
forces debilitating her
homeland - Home Counties
incomers, families sundered
by emigration, even the
rewriting of national history

in the video of Brtweheart
she is watching.

In the International Festi-

val, McGrath has created a
raucous, sprawling behe-
moth of an "update" to Scot-

land’s greatest play. Sir

David Lyndsay’s Am Sotyre

Of The Thrie EstaMs. Four
centuries on, McGrath is

most concerned with the
new fourth estate, the
"Meeja". His arch-villain is

the Australian multi-na-
tional, multi-media baron
Lord Merde (with every
mention his name followed

A satire bursting
with vitaHty

by an ejaculatory “Ochl”).
He and his minions are
intent on grabbing their
own slice of a new Scotland
and -compromising the fine
intentions of King Human-
ity as he returns to a land
now free.

As Lyndsay wrote of a
country on a hopeful thresh-

old (just as James V
ascended the throne),
McGrath anticipates an at
least autonomous Scotland
thanks to the promises of
“Saviour Blair". His ideal-

ism is unashamed - roles
for the human virtues and a
real place for the currently

dispossessed underclass -
nor does he baulk at espous-
ing socialist values without
an emasculatory “New*’
attached thereto.
His bile at media consum-

erism is unrestrained and
informed by lengthy per-
sonal experience, and often

his ire runs away with him:
the London meritocracy may
well find such sustained
Invective against an easy
target grows tedious. But
satire’s teeth feel sharper in

a more compact society
where targets are more
immediate - and Scotland’s
own media princeling, Gus
MacDonald, is the subject of
several sideswipes.
Moreover, although

McGrath's verse sometimes
veers into doggerel, it car-

ries a fearsome energy. The
plot Itself - in which
Merde’s minions try but fail

to divert Humanity from his
avowed path - takes up only
the second half of the even-
ing, after a long and chaotic
prologue in which the
estates are introduced and

the audience warmed up by
Sylvester McCoy’s cheer-
fully bonkers Grandfather
Jock. Close-range references
fly around with gay aban-
don (even* Robert .Lepage’s
cancellation merits a cou-
plet), songs are inserted in
keeping with the preferred
strategy of David MacLen-
nan’s Wildcat company, and
the plot is resolved not by
any named character but by
the intervention of a chorus-
line ex machma of Highland-
Rtverdancing girls.

The show is deliberately

sited in Edinburgh’s new
conference centre, a shrine
to the demonic forces
against which McGrath
rails. High culture it is not,

nor possessed of any of the
supposed qualities of a well-

made play. It dares to be
hopeful, politically passion-

ate and bursting with a
vitality which above all is

gloriously human. Its like

may not be seen again for

some time: The Scottish
Arts Council’s recent deci-

sion to convert its theatrical

fondtng from a revenue to a
franchise basis will effec-

tively preclude the likes of

Wildcat from embarking on
such a project again.

Ian Shuttleworth

C
hristoph Willibald
Gluck Is enjoying a
good innings in
Scotland. After

Scottish Opera's Alceste in
the- spring, there is now the
choreographer Mark Mor-
ris's staging of Orfeo ed Ettri-

dice at the Festival Theatre
(last performance tonight),
to be followed on Thursday
by ljphigema en Tauride in
Pina Bausch’s Wuppertal
Dance Theatre production.
There is every reason to

treat Gluck to choreographic
stagings, for formal dances
are a vital element in bis

operas. Most particularly in
Orfeo, an “azione teatrale"
which Gluck and his libret-

tist Calzabigi planned for

Vienna like a Wagnerian
Gesamtkunstwerk: all the
arts relevant to the theatre
were to be fully exploited.

Even in the original 1762
score (which Is used here,
unusually), less elaborate
than Gluck’s later revision
for Parte as Orphic et Eury-
dice, there is almost as much
dance-music as singing.
There was lavish dicor too,

but Morris has chosen to dis-

pense with that; instead
Adrianne Lobel has designed
elegantly simple sweeps of
gauzy white curtains. (They
come into dramatic play

Orfeo
with

dancers
when Orpheus and Euxydide,
escaping from Hades, find
themselves repeatedly sepa-

rated on opposite sides of the
veiL) The plainness must be
part of Morris’s plan to

recapture tbe "naive", pris-

tine Affekt that was at the
heart of Gluck’s operatic
“revolution".

M uch of the time,

he succeeds.
Dancing the
shepherds.

Furies and Blessed Spirits,

his troupe treads his collo-

quial measures with lively
but unshowy grace, and sus-

tain the strenuous Furies'
tension through the sections
where Gluck lets it drop.
They and the three princi-

pals enact all the action: the
noble choruses are sung
from either side of the stage
by the Handel & Haydn Soci-

ety chorus, static in evening
dress. One accepts the con-
vention easily, and even

with some relief As Morris
has remarked, what dancers
do best is dance, and singers

sing: why over-stretch them?
He handles his principal

singers, who must of course
move and gesture, less confi-

dently. Michael Chance's
Orpheus, stylishly sung
without quite the intense
gravity the role ideally
requires, looks suitably dis-

trait but has too many ordi-

nary little gestures to pass
for a man in a dire plight.

Dana Hanchard's Eurydice
moves more “cboreographi-
cally" and achieves more,
though the voice is not
really large enough for the
Festival Theatre. As Amor,
Christine Brandes is made a

jokey cartoon-figure, and her
broad comic effects deflate
the final stages of the opera.
Christopher Hogwood con-

ducts a sound, unremarkable
performance with the Han-
del & Haydn Society Orches-
tra with few phrases convey-
ing any sharp feeling: one
remembered Jochen Kowal-
ski’s agonised Orfeo at
Covent Garden a few years
back, and wished that some
of that wrenching commit-
ment had been in evidence
here.

David Murray

The Proms

Czechs
hold the
baton

T he Prom on Satur-

day was dedicated
to the memory of

Rafael Kubelik.
Although he had conducted
infrequently In his later

years, Kubelik commanded
great authority from the
wings of Czech musical life

and his loss is keenly felt,

both in his homeland and in

Britain, where be was
briefly music director or the
Covent Garden Opera In the
1950s.
Other Czech conductors

have followed him here and
two of them had Proms over
the weekend. On Thursday,
the Royal Liverpool Philhar-
monic visited with its prin-

cipal conductor, Libor
PeSek. They brought with
them a Janritek novelty -

the late Incidental music to

Schluck und Jau. Jnst ten
minutes long, bat typically

teeming with ideas, as
though Jan&fiek wanted to
say as much as he could
before time ran out - and
Berlioz’s Symphonw fantasd-
que. PeSek delivered the
goods in tbe symphony and
some fine wind solos added
distinction to the playing.
On Saturday, the BBC

Symphony Orchestra was
back on the platform with
its principal guest conduc-
tor. Jiff BC-Iohlavek. By
appointing a Czech conduc-
tor to a resident position,

the BBC has also hired a
guide to the less familiar
corners of Czech music.

T his was a most
appealing pro-
gramme, each half
featuring a choral

work that had only been
heard once previously in
Prom history. Dvoftik's Te
Deum is in many ways stan-
dard fare for the composer,
lyrical and warmly post-
Brahmsian, but its themes
really sing (lovely moments
for the solo soprano. Judith
Howarth) and its textures
glow. It was a clever Idea to

contrast that with Martina's
spartan Field Mass, which
has just men's voices, brass
and wind, piano and harmo-
nium - echoes of Rossini’s
Petite Messe Solermelle.

The BBC Symphony Cho-
rus is unsurpassed among
the London choirs at the
moment and the men, joined
by Ivan Knsnjer as the bari-
tone soloist, kept their wits
sharp in the jagged Czech
word-setting of tbe Martino.
B&lohMvek already gets the
BBC Symphony Orchestra to

give him its best playing,
although it did sound as if

there had not been much
rehearsal time left for Jand-
Cek's Smfonietta.
Each Prom also featured a

concerto. For PeSek, Artur
Plzarro played Liszt’s First
Piano Concerto, throwing
himself into the opening
peroration with a fistful of
wrong notes, but going on to

give a large-scale perfor-
mance with the kind of bril-

liance the Proms need. For
Beiohldvek, Richard Goode
aspired to a higher level of
intellect in Mozart’s Piano
Concerto in B flat, K595.
Without any unwanted
romanticism be and Beiohld-
vek gave the concerto splen-
did warmth and feeling.

Richard Fairman

AMSTERDAM
EXHIBITION
De Nfetiwc Kerk Tel:

31-20-6268168
• Patech, een Russiseh sprookfa:

more than 100 lacquer miniatures,

created In the 19th and 20th

century. The works on display .

come from the Museum for

Decorative Arts m Moscow, the

Museum of Palech and the

Rrtman collection; to Sep 22

BASEL
EXHIBITION .

Museum fur Gegenwartskunst

Tel: 41-61-2728183

• fremdK6rper - corps Stranger.

- Foreign Body: exhibition

featuring video Installations by

Matthew Barney, Mona Hatoum.

Gary Hill, Bruce Nauman, Marcel

Odenbach and Bill Viola, created

in between 1969 and 1996; to

Sep 29

BAYREUTH
OPERA

Bayreuther Festspiete Tel:

49-921-20221
• Die Meistersinger von
NDmberg: by Wagner. Conducted
by Daniel Barenboim. Soloists

include Blrgttta Svenden, Renee
Fleming and Peter Seiffert. Part of

the Richard Wagner Festspiete;

4pm; Aug 24 -

BERLIN
THEATRE
Schaubuhne am Lehninerptatz

Tet 49-30-890020

• Stadt der Krfegen by Staffei-

Dfrected by Katka Schrcth arid

Christopher Roos, performed by

tfia SchaubOhne Am Lehniner

Plata. The cast includes Caroline

peters, Nadja M. Schulz. Anja

Thiemann and Bernadette

Vonlanthem 8pm; Aug 23, 24

BIRMINGHAM
CONCERT
Symphony Hall Tel:

44-121-2002000

.
• City of Birmingham Orchestra:

wfto conductor Michael Christie

and violinist Usa Kim perform

works by Verdi, Brahms, Barber,

Glazunov and Copland; 7.30pm;

Aug 2i

BREGENZ
THEATRE .

Bregermar Festsplele -

Fesfepfel urid Kongmashaus Teh
43-5574-4920

"

• Ghosts: by Ibsen (rn German).

Directed byThomas Langhoff and

performed by the Deutsches

Theater Berlin. Part of the

Bregenzer Festspiete: 8pm; Aug

20, 21

COPENHAGEN
CONCERT
Tivoli Concert Hall Tel: 45-33 15
10 01
• Andr6a Chenier: by Giordano.
Concert performance conducted
by Marcello Vtotti and performed
by the TivoJis Symfontorkester
and the Tivoiis Koncertkor.
Soloists Include baritone Renata
Bruson, soprano Bene FrQpova

and tenor Kurt Westi: 7.30pm;
Aug 21

DUBLIN
CONCERT
National Concert Had -
Ceoifiras N&sKmta Tel:

353-1-6711888
• Scott Brady and Owen
Lorigan: the cellist and pianist

perform works by Shostakovich,
Piazzofla and Rachmaninov; 8pm;
Aug 22

GSTAAD
CONCERT •

Menu) iu (festival Aipengala
Gstaad Tet 41-30-47173

• Royal Philharmonic Orchestra:

with conductor Michel

Swferczewiskl and pianist Jeremy
Menuhin perform works by
Wagner, Tchaikovsky and Mozart.

Part of the Menuhin Festival;

7.30pm; Aug 23

HAMBURG
OPERA
MusSdiaOe Hamburg Tel:

49-40-346820

• Carmen: by Bizet Performed
by the Hamburger Symphoniker
with conductor Ratf Weikert
Soloists include Agnes Bafisa,

Neil Shicoff, F. Me Carthy and C.
Davidson. Part of the Hamburger
Opemwoche; 8pm; Aug 22

LONDON
CONCERT
Royal Albert Had Tel:

44-171-5898212
• BBC Symphony Orchestra:
with conductor Claus Peter Flor,

pianist Andreas Haefliger, soprano
Yvonne Kenny, mezzo-soprano
Catherine Wyn-Rogers, tenor

Thomas Randle, baritone Peter
Sidhom and the Philharmonia
Chorus perform works by
Beethoven, Bruckner and Wagner.
Part of the BBC Henry Wood
Promenade Concerts (Proms);

7pm; Aug 22

THEATRE
Barbican Theatre Tel:

44-171-8384141
• Romeo and Juliet: by
Shakespeare. Directed by Adrian
Noble and performed by the
Royal Shakespeare Company.
The cast Includes Christopher
Benjamin, Susan Brown, Julian

Glover and Michael Gould;
7.15pm; Aug 23, 24 (also 2pm)

LOS
ANGELES-MALIBU
EXHIBITION
The J- Paul Getty Museum Tel:
1-31 9-459-761

1

• Roger Fenton: The Oriental

State: the first exhibition devoted

to the frttJe-known “Orientalist”

series by the British photographer
Roger Fenton (1819-1869). These
45 images by Fenton and some of

his contemporaries In

photography and watercolour
reveal a fascination with the
Islamic world of the Near East,

which was seen and portrayed as
mysterious, languorous and
sensual. The series was executed
In Fenton's London studio, where
friends and a professional model
posed in costume to create
tableaux of Turkish life; to Oct 6

MUNICH
EXHIBITION
Haus der Kunst Tel:

49-89-211270
• imi Knoebei — Retrospective
1968 - 1996: first major
retrospective of works by the
German artist Imi Knoebei (b.

1940); from Aug 23 to Oct 20

NEW YORK
CONCERT
Avery Fisher HaH Tel:

1-212-875-5030
• Mostly Mozart Festival

Orchestra: with conductor Gerard
Schwarz, pianist Stephen Hough
and violinist Joshua Bell perform
works by Haydn and Mozart Part
of the Mostly Mozart Festival;

8pm; Aug 21

PARIS
EXHIBITION
Centre Georges Pompidou Tel:

33-1-44 78 12 33
• James Coleman: this exhibition

shows installations of this Irish

artist, and is a part of the cycle
“L'lmaginaire Mandate" that takes
place in Paris from May until

September; to Nov 18

TEL AVIV
EXHIBITION
Tel Aviv Museum of Art Tel:

972-3-6957361
• Fauvism “Wild Beasts':

between 1904 and 1907 a group
of artists including Matisse,

Derain, De Vlaminck and Braque
applied non-naturallstic and often

disconcerting colours to otherwise

conventional subjects. A
contemporary critic described the

art as that produced by wild

beasts, or “Fauves". This

exhibition surveys this art

movement through a selection of

works from private and public

collections in Eirope, the United

States and Israel. Most of the

paintings in the show are

landscapes - the Fauves'
preferred theme - but still life

paintings, portraits and nudes are

presented as well; to Aug 31

ZURICH
CONCERT
TonhaHe Tel: 41-1-2063434

• Tonhalle-Orchester with
conductor Gary Berttni and pianist

Nelson Frefoe perform works by
Rachmaninov and Berlioz;

7.30pm; Aug 23
Listing compiled and supplied
by ArtBase The International
Arts Database, Amsterdam, The
Netherlands. Copyright 1996. AH
rights reserved. Tel: 31 20 664
6441. E-mail: artbaseGpi.net

WORLD SERVICE
BBC for Europe can be
received in western
Europe on medium wave
648 kHZ (463m)

EUROPEAN
CABLE
AND SATELLITE
BUSINESS TV
(Central European Time)

MONDAY TO FRIDAY

NBC/Super Channel:

07.00
FT Business Morning

10.00

European Money Wheel
Nonstop live coverage
until 15.00 of European
business and the
financial markets

17.30
Financial Times Business
Tonight

CNBC:

08.30
Squawk Box

10.00

European Money Wheel

18.00
Financial Times Business
Tonight
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Martin Wolf

The poverty of nations
The quality of governance rather than inadequate resources or a hostile

economic environment explains the failures of countries over the long term

In 1994. according to the

World Bank's latest World
Development Report, the
real income per head of the

average Indian was one-

twentieth of that of the
average citizen of the US.
Similarly, the Human Devel-

opment Report from the
United Nations Develop-
ment Programme notes that

the poorest 20 per cent of
the world's population saw
their share of global income
decline from 2.3 per cent to

1.4 per cent in the past 30
years, while the share of the
richest 20 per cent rose from
70 per cent to 85 per cent.

Such yawning gaps in real

incomes across countries
are important. The Human
Development Report makes
much of the divergences
between the rankings for its

human development index -

computed from lifespan,
access to education and the
standard of living - and
those for average real
incomes. But by and large,
rich countries offer a far
better standard of living to

their least well off people
than do poor ones.
This is hardly surprising.

As an important new book
from professors Deepak Lai,

of the University of Calif'

oraia at Los Angeles, and
H. Myint. formerly of the
London School of Econom-
ics, notes, “there is a clear

and positive correlation
between income growth per
head and poverty redres-
sal“ *

The puzzling question is

why so many countries have
failed to exploit the opportu-
nities for higher incomes
that are available to them.
Between 1960 and 1993 aver-

age real incomes increased
by more than 400 per cent in
east Asia. In sub-Saharan
Africa they rose hardly at
all. Most poor countries are
failing to catch op. Yet as
Professor Mancur Olson of
the University of Maryland
has noted in a brilliant lec-

ture, this is not pre-or-

dained. The fastest-growing
countries are never those
with the highest incomes

per head but a few of the
lower-income countries.**
“Much the most impor-

tant explanation of the dif-

ferences in income across
countries,” he argues, ‘'is

the difference in their eco-
nomic policies and institu-

tions.’' This rejects the
underlying assumption of
neoclassical economics, as
revealed in the "familiar old
joke about the assistant pro-
fessor who, when walking
with a full professor,
reaches down for the $100
bill he sees on the sidewalk.
But he Is held back by his
senior colleague who points
out that if the $100 bill were
real, it would have been
picked up already."
The neoclassical professor

Pangloss, following Voltaire,
thinks this is already the
most efficient of all possible
worlds. If so, differences in
the availability of know-
ledge, human skills and
physical capital should
explain differences in
Incomes among countries.
But they do not do so.

Japan was able to acquire
and, in many areas, improve
upon the techniques of the
advanced countries with
only modest difficulty.

Korea’s royalty payments
for intellectual property
were minuscule - a mere
one-thousandth of gross
domestic product between
1973 and 1979, according to

one study. Even if all profits

on inward foreign direct

investment are considered
payments for knowledge,
the total cost was L5 per
cent of the rise in Korea's
GDP over that period.

If supply of knowledge is

not the constraint, what of

natural resources? The
countries with the highest
incomes per head are, for

the mast part, poorly
endowed, both absolutely
and, still more, in relation

to their populations. Saudi
Arabia has a lower real
income per head than Korea
even though the income per
head of Saudi Arabia is

exaggerated by failure to

account for depletion of its

oil reserves. Shortage of
land is no explanation for a
country's poverty either.

Argentina has ll people per
square kilometre; Germany
246 and Hong Kong more
than 5,000.

Is the quality of personal
skills or human capital, as
economists call it. the expla-

How wealth raises social heaHh
Human development index*', 1993 •*
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nation for the huge differ-

ence in incomes across
countries? The answer again

is no. New migrants in the

US earn more than half as

much as comparable US
workers, even if the coun-
tries they come from have
incomes per head that are

only a tenth of US levels.

Self-employed immigrants
from Haiti earn two-thirds
as much as those from west
Germany in the US. If both
were in their home coun-
tries. however, the discrep-

ancy could be 100 to' one at
market exchange rates and
20 to one in common inter-

national prices.

To the extent that differ-

ences in culture are
expressed in Individual
capacities, these cannot
explain the huge variations

in incomes across countries
either. Haitians do not
become different people by
crossing the sea. Culture
does not explain why the
real income of an average
Hong Kong Chinese is 10

that of a mainlander.
The answer to these

points might be that coun-
tries are poor because they
have very few skilled people
or a severe shortage of phys-
ical capital. Neither is con-
vincing. If that were all

there was to it, the reward
to skills and to capital
would be vastly highm- in
poor countries than rich
ones. It is not. India has
severe problems of graduate
unemployment and techni-
cally amigH Tr>fHari« earn far

more in the US than at

home. Similarly, the return
to capital in poor countries
is not a vast multiple of its

earnings in rich ones, as it

would be if they were work-
ing with the same produc-
tive techniques.

Evidently, poor countries

do not work with anything
like the same productive
efficiency. This is not
because it is impossible far

them to do so, but because
there are not the incentives

for them to do so. When a
country puts in place the
needed institutions and

incentives, they start
to catch up very swiftly.

Yet this is depressingly
rare. As the Human Devel-

opment Report notes, since

1980 the average incomes
per head in Latin America,
sub-Saharan Africa and the

Arab world have actually
declined.

To find out why this is so
it is necessary to jettison
the assumptions of competi-
tive markets and supply of

public goods by a benevo-
lent government or volun-
tary private bargains. Con-
trary to the talk about the
irresistible forces of “global-

isation”, borders make a
vast difference. If on one
side lies a country with an
efficient administration, a
government that provides
services and does not steal,

a legal system that enforces
contracts, its people will
become rich. If on the other
lies a country without these
advantages, its people will

remain poor. This, in
a nutshell, is the contrast
between the US and
Mexico.
As Prof Olson notes, “the

bargains needed to create
efficient societies are not, in

fact. made". The question is

why not. The answer lies in
political economy. Sustained
.economic success depends
on establishment of a com-
petitive market economy.
But this fa something that
only social co-operation can
achieve. The wealth and
poverty of nations is deter-

mined not by impersonal
economic forces, but by
political failures. So why do
policies and polities fail so
dreadfully? This will be
answered in a subsequent
column.

*1Deepak Lai and H. Myint,
The Political Economy of
Poverty, Equity and Growth:
a Comparative Study (Clar-

endon Press: Oxford, 1996).

**Mancur Olson, Jr. "Big
Bills Left on die Sidewalk:

Why Some Nations are Rich
and Others Poor”, Journal of
Economic Perspectives,
spring 1996.

Personal View • Stephen BushJ^6 Robinson

Formula to provide

a supply of scientists
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THE MILITARYCANT TELL US
WHERETHEY LEFTTHEIR LANDMINES.

BUTTHESE PEOPLE CAN.

INTERNATIONAL COMMITTEE OF THE RED CROSS UCRC1

LANDMINES MUST BE STDPPHJ

The decline of
A-level maths
standards is

damaging UK
industry

The view is

now common-
place in UK
universities
and among
many busi-

ness people that there has
been a steep decline in the
educational standards of 1&-

year-olds preparing to enter
university, particularly since

the advent of GCSE. The
schools, the examining
boards Inmaringly the

government contest this

view. They say that rising

pass rates, as witnessed by
this year's A-level results,
indicate improving stan-
dards and that it is mean
and unfair to cnmplain

We know from direct pro-

fessional experience that
there hag been a dramatic
decline in *Y»afh«>mia Hr-« stan-

dards at A-level. We have
concentrated on mathemat-
ics because of its central role

in tha sciences and engineer-

ing. Without adequate math-
ematics, these subjects, on
which modern industry
depends, simply cannot be
studied and applied. For tills

reason tha mathematics cri-

sis is an Issue of concern to

everyone, not merely to
those in education.
We not only have evidence

from our own country, but
also from Hong Kong and
Singapore. Both countries
derive their school education
systems directly from the
traditional English O- and
A-level examinations. More-
over, because considerable
numbers of students from
these countries are admitted
to our engineering courses
at the University of Man-
chester Institute of Science
and Technology, we are able
to compare the value of their

A-level grades with those of

British students.
First, a summary of the

domestic evidence. Virtually
every engineering and sci-

ence department in the tradi-

tional universities, which

are responsible for three-

quarters of all UK science

and engineering graduates,

have established or are

establishing four-year

instead of three-year courses

to cope with the reduction In

entry standards at the age of

18 and over. The recent dis-

covery of a 1981 London

O-level question appearing

in a specimen 1996 A-level

paper is a grim portent.

As members of one of the

largest engineering depart-

ments in the country we can

measure the effects of “grade

inflation". Since the mid-

1980s the average science

A-level scores of the British

students admitted to our

courses have risen. But the

first-year fail rate has more
than flmihipd over the same
10-year period in spite of

extensive remedial action:

and although there has been

some expansion of our

intake the absolute number
of British students gaining

first-class honours on our

courses has fallen. The num-
ber of students from over-

seas, principally the Pacific

rim countries, gaining first-

class honours has risen dis-

proportionately .

Singapore students take O-

and A-level papers set by the

University of Cambridge
Local Examinations Syndi-

cate in the style and at the

standard applying in
England op to the mid-1980s.

Anyone doubting the poor

quality of GCSE maths
papers (or indeed any other

subject) should compare
them with the O-level papers

sat in Singapore.
The Hong Kong Certificate

of Education (O- and A-
levels) is administered by
the Hang Kong Examination
Authority. By analysing the
exam papers we conclude
that both levels are at least

equal to the O- and A-level

standards in England 15 or
more years ago. In particular

the.Hong Kong A-level “pure

maths" papers correspond at

least to our present-day “fur-

ther maths” papers, for

which last year there were

... ...
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Chirac is right to deal out the facts in
the Franco-German monetary poker game
From Mr Bernard CormaOy.

Sir, Your editorial

(“Monetary quadrille".

August 17) on the latest

plays in the Franco-German
monetary poker game and
criticising Mr Jacques
Chirac rightly accepts that
French monetary policy is

too tight because of a
combination of the Banque
de France's Independence of
the government and its

dependence on the
Bundesbank.
The logical conclusion of

your analysis would be that
French monetary policy
should act independently of
the Bundesbank, thereby
advancing the real interests

of the French economy (and,
indirectly, the interests of
every European economy,
including Germany's) rather
than the perceived interests
of the Bundesbank.
Presumably you do not
follow your own logic

because you feel monetary
policy should be devoted
only to political goals
(European union) and
should ignore economic
rationality.

Mr Chirac is right to draw
attention to the facts.

French law (changed since
1993) prevents him from
acting. Goals gimiiar to your
own apparently prevent the
Banque de France from

acting. The weight of its own
past and its unwillingness to
follow the example of the
successful “Anglo-Saxon”
Fed. prevents the
Bundesbank from acting to
forestall worrying economic
trends in Germany.
Something has to change In
this situation.

If the pressure Mr Chirac
is seeking to apply to the
Banque de France and the
Bundesbank succeeds in
forcing French and German
interest rates sharply lower
(Professor Otmar Issing is
right that 10 basis points are
neither here nor there),
everyone except the
bureaucrats will have won.

Benign
quality of
corporate
tax system
From Mr Steve Aheame.

Sir, Andrew Smithers’s
article (“AD the wrong
incentives”, Personal View,
August 16) about corporation
tax argues specifically

against the deducibility of
interest and, by implication,
against the offset ofACT.

In both cases this is

to argue for double taxation
of corporate operating
profits - once in the hflv.de

of the corporation and again
in the hands of those whose
capital the profits are
servicing.

Li fact, the UK's
corporation tax Systran is

economically benign, in that
its influence on the
distribution of profits is

relatively neutral and they
therefore tend to go to where
their use is most benefidaL

It would be a pity if this
were to change for the
worse.

Steve Ahearne.
managing directorand
chief financial officer,

BP,
Britannic House,
1 Finsbury Circus,
London EC2M 7BA, UK

Designer policy rules
From Mr Michael Dicks.

Sir. Samuel Brittan makes
several Important points
about how policy rules
might be designed to help
guide policymakers in the
UK (“Bank argues with
itself". August 15).

first, he points out that
the Taylor rule is flawed
because it “involves guesses
about controversial and
unobservable magnitudes”
such as the size of the
output gap.

Second, he points out that
the McCanom rule would
not be practical, because it

Involves using a “hazardous
instrument to rely on in a
country like the UK where
there are no compulsory
reserve ratios and in which
the monetary base is a tiny
fraction of broad money”.
He suggests that a

“heavily modified version of
the McCallum rule would
give a better steer than
the inflation projections
two years ahead by which
the Bank claims to be
guided”.
We have carried out

research which goes in
search ofa rule which might
work better than either the
Taylor or McCallum rule in
helping to improve Britain's
inflation performance.
In Rules as Tools:An

Bmestiaatton into the
Usefulness afPolicy Rules,

which uses simulations on
' a small model of the
economy, we found:
• The Taylor rule would
not have worked as well as
other rules - such as a
nominal GDP rule — In
helping to generate law and
stable inflation in the past,
as well as suffering from the
problems Samuel Brittan
identifies.

• A nominal GDP rule
would have been slightly
less effective in terms of
fighting inflation than one
which also includes a role
for narrow money - as an
indicator of future inflation
pressures.

This “money-augmented"
nominal GDP rule is very
much in the spirit of the
McCallum rule, but has none
of the disadvantages.
The new rule suggests that

Interest rates should be
significantly above their
present leva of 5.75 per cent
So, whatever the flaws of the
approach now used by the
Bank of England to assess
monetary conditions, at least
tt would seem that it is right
to argue that interest rates
ooed to be raised, and sooner
rather than later.

Michael Dicks,
UK economist,
Lehman Brothers,
One Broadgate,
London EC2M 7HA, UK

onlv 5.000 candidates in the

Jhole of Britain Ur about 0..

ner cent of the age group). In

Hong Kong, by contrast,

some 7.000 - about 9 per cent

of the Hong Kong age group

- took A-level pure maths.

The starting point for a

solution is to accept that the

mathematics required for

professional engineering and

science is something only a

small minority of our popu-

lation. or any population,

wishes to do. can do or

should da But the quality of

this small minority is abso-

lutely critical to any coun-

try's industrial success. The
evidence is not just of a mar-

ginal but of a huge decline

in top-end standards. All the

bluster and self-deception of

the examining boards and

teachers’ organisations will

not alter the fact that in sci-

ence and engineering we
have to meet standards

set not by the boards but by

our international competi-

tors.

We propose that a self-

selecting cohort of UK pupils

aged 14 and over should be

able to pursue a higher level

maths course than the pres-

ent GCSE A-level one. The
new course, suitably chris-

tened and administered by

one authority only, would
essentially follow the O- and
A-level syllabuses set for

Singapore.

As an incentive for pupils

to t*ifp the more demanding
maths course, and for

schools to teach it, we pro-

pose that successful students

should be able to go into the

second year of the new four-

year courses in science or
engineering and that the

grades would count double

for school league tables.

Perhaps between 3 per
cent and 4 per cent of the

age group would take the

course, but this would more
than provide the nation with
all its engineers and scien-

tists. It would also pull up
maths standards for the rest

of the population.

The authors are respectively

professor and lecturer in engi-

neering at Umist
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If it fails In the
circumstances you suggest,
than the prospects for Emu,
that brewing financial

disaster and anti-democratic
cementing of the power of
unaccountable bureaucrats ^
to savage everyone's f
economies, will have
suffered. Given that
calculus, no patriotic
and rational French
president could have
spoken differently from Mr
Chirac. You should be
supporting him.

Bernard Connolly,
Vlnkenlaan 32,
3078 Everberg,
Belgium

Americans
dominate
cyberspace
From Mr John Dunn.
Sir. The article on
African-Americans online
(“Black America starts to log
on", August 12) failed to
mention an even more
interesting Internet statistic, .

namely the disproportionate w
number of Americans (of all

’

races) who use this
supposedly global medium.
By this measure,
African-Americans are doing
considerably better than
“any groups around the
globe.

The evidence is easy to
find. Simply access a
selection of Web sites «pd
then visit any one of the
many newsgroups.

Clearly, despite the
increasing participation of
other nationalities,
Americans still dominate the
Internet. Why? Because, the
US is privileged to have
cheap communications and
easy access to computer
technology, allied with an
unshakeable belief that the j
internet was created to be an PAmenem rather than a
global form of
communication.

John Dnnn
|

38 Somerfirid Road
London N4 2JL, uk
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US economy
not for tuning
Just one month ago most
observers were convinced that
today would be the last day of
summer for US interest rates.
The belief was that, with the
economy showing strong signs
of life, the Federal Reserve's
policy-making committee would
opt to raise interest rates when
it met this afternoon to insure
against larger, politically diffi-

cult increases later in the year.
Today the conventionally

wise in the finannini markets
believe precisely the opposite:
that chairman. Alan Greenspan
will resist tightening policy
even though it will be tricky to
do so closer to the November
general elections. The mere fact
that nearly everyone thinks a
central bank will not act is usu-
ally a good reason to bet on a
policy change. Bnt even a fine-
toner such as Mr Greenspan
ought to have a solid case
before signalling the end of an
Interest rate cycle. On balance,
the past few months' economic
data have not provided one.
The main reasons for ihp ear-

lier prediction Of a tightening

were the new-found strength of
the economy, and continued
strength of equity prices. Past
experience suggested that rising
consumer optimism and a 5.4

per cent unemployment rate
would inevitably put upward
pressure on wages and prices.

In theory, a modest rise in inter-

est rates could pre-empt this at
the same time as preparing the
way for an orderly correction in

the stock market.
Last month’s stock market

blip may have weakened the
case for a risky attempt by the
Federal Reserve to fine time the
mood on Wall Street. At the
same time, recent economic
data has confirmed the rebound
of the economy while providing
scant evidence that prices will

rebound with it

One-offjump
True, real GDP grew at an

annual rate of 4.2 per cent in

the second quarter. This is well

above the 2-2% per cent rate the
Federal Reserve deems sustain-
able. oyer the long-term. If the
economy does not slow down
enough during the third quar-

ter. Mr Greenspan may well
want to prod it in that direction
with higher Interest rates.
Yet there is evidence to sug-

gest that growth is already
slowing of its own accord. A
large part of the headline
annual rise in second quarter
GDP was due to a one-off jump
in public consumption. Private
sector final demand grew more
slowly in the three months to
June, at an Tate of 2£
per cent, compared with 3.4 per
cent in the first quarter.

Election coming
Admittedly, the picture at a

sectoral level is still murky.
But, even if the economy turns
out to be stronger than expected
during the second half of the
year, it is not yet obvious that
this would have a calamitous
effect on prices. Consumer
prices have shown little sign of
accelerating. The employment
cost index, closely monitored by
the Federal Reserve, rose by an
annualised 2.8 per cent in the
second quarter, a little slower
than in the previous quarter.

Mr Greenspan will not be able
to hold off tightening indefi-
nitely. But. with an election
coming a-nri a fragile stock mar-
ket, he should weigh the risks
to the Federal Reserve's credi-

bility of being seen to be proved
wrong against the benefits of
getting it right. If inflation is

hovering in the wings, raising

interest rates by one quarter, or
half, a percentage point today
will not do very much to pre-

vent it. Such a move would,
however, guarantee that Mr
Greenspan would get the blame
for any future bad news from
the real economy or financial

markets.
These considerations would

not be decisive if there were a
strong case for interfering with
the economy’s current course.

But the truth is that the US
economy is in better shape than
it has been in decades. Mr
Greenspan deserves some of the
credit for a happy confluence of
growth in employment and out-
put and modest inflation. But
after years "of fine-tuning, he
should probably stop tuning for

a while and enjoy the melody.

A future for the
monarchy

For the UK royal family the
1990s have so for proved a dis-

mal decade. The breakdown of

the marriages of the monarch’s
two eldest sons, played out in

vivid detail by an unforgiving,

and often hostile, press has
been corrosive of the popular

esteem on which the monarchy
depends. Public confessions of

adulterous relationships have
turned private lives into public

property. The Queen is now
obliged to seek the protection of

the law to shield her family
from prying camera lenses.

No one doubts that she is still

held in immense personal affec-

tion by her subjects. The same
opinion polls which show that

the institution has been
tarnished point to undiminished

respect for the monarch herself.

Prince Charles, as heir to the

throne, has been more subject

to criticism but there has not

been any measurable upsurge in

republicanism. A large majority

would still prefer a fallible king

or queen- to an elected presi-

dent-
The passing of the age of def-

erence. however, has Inevitably

raised broader questions about

the proper shape and role of the

British monarchy. There is rec-

ognition also that its historic

grandeur often seems at odds

with the nation's diminished
role on the international stage.

The news therefore that the

Queen and her advisers are

engaged in a strategic review to

equip the monarchy for the 2lst

century is welcome. So too are

the directions in which the

review seems to be beading.

Public interest

By limiting the privileges of

royalty to the monarch’s inline-

djate family, the Queen would

;

buttress an earlier decision to

restrict access to the Civil List,

the taxpayers' contribution to

the institution- A tighter net

would also allow the personal

indiscretions of “minor royals"

to be dismissed as of no public

interest. The system works in

the Netherlands, shielding

Queen Beatrix from the colour-

ful personal lives of relatives.

Scrapping the.. Civil List

entirely would be more prob-

lematic. If the nation wants a

monarchy it should be prepared
to pay for it. And if ending Civil

List payments meant returning

to the Queen and her successors
some of the much larger income
from the Crown Estates which
now flows to the exchequer, the
exercise would be cosmetic.

Need of reform
There is an unanswerable

case, however, for an end to the
medieval practice which confers
precedence on male over female
heirs to the throne. The nation
no longer needs a king to lead it

on the battlefield. Few of her
subjects would understand if in

preparing the monarchy for the
next century, the Queen
defended a principle which so

|

needlessly discriminates against
women. There would be implica-

tions obviously for the Bouse of 1

Lords, but that institution any-

way is in need of reform.

The 1701 Act of Settlement
which bars the heir to the
throne from marrying a Roman
qathniii- is a <rfmrhrr hangover
from history. It derives from an
age when protestantism and
F.ngbgbne«R were deemed indi-

visible. Three hundred years on.

it is offensive' to Catholics and
irrelevant in a plural, and
increasingly secular society.

Since the Catholic hierarchy
has relaxed its rules, there

would he no theoretical bar on

the child of such a mixed mar-

riage becoming, as monarch, the

head of the Church of Englaud.

ln practice, revocation of the

Act would provoke a public

debate about eventual dis-

establishment of the Church,

liae are arguments an both

sides, but there should be noth-

ing for the monarchy to fear

from such a debate.

There is no suggestion that all

or any of these reforms are

imminent- The cogs still turn

slowly In Buckingham Palace.

Significant reform would-proba-

bly also need to await the out-

come of the general election.

The national mood too wffl be
important But the Queen has

grasped the point taken some
time ago by her fellow mon-
archs in Northern Europe. Tra-

ditional institutions survive and
prosper when they adapt to a

changing world.

COMMENT & ANALYSIS

Japan’s limited revolution
Many believe the recession has had a profound effect on business

and the economy but the facts suggest otherwise, says Gerard Baker

Japan: tradition and change *^ iUi in ,h,! ""

Japanese economy is

at last emerging from
its longest period ofAfter more than four
years of recession, the
Japanese economy is

at last emerging from
its longest period of

stagnation in the modern era.

Manufacturers and service indus-
tries are returning fitfully to a
gentle if unspectacular path of
growth.
The recession has been the

most traumatic experience the
country has faced since it became
one of the world's pre-eminent
economies 30 years ago. This is

not simply because of the dam-
age done in terms of lost output
and lost income - at least 6 per
cent of gross domestic product so
for. or about Y30.000bn (£178.6bn)
- but more importantly because
it has, for the first time, shaken
confidence in the fundamental*;
of the Japanese economic system.
The special nature of Japanese

capitalism had been credited by
many with the unrivalled success
of Japanese industry. Previous
recessions were short, shallow
affairs, with a rapid return to a
healthy rate of growth. The
severity of this latest downturn
has, in the view of many western
economists, brought the charac-
teristic Japanese system - a mod-
ified capitalism with an emphasis
on corporate harmony, interlock-
ing business relationships,
worker protection and govern-
ment guidance - dangerously
close to its sell-by date.

Even Japanese politicians and
bureaucrats have argued the
need for change. Reformers say
that “developmental capitalism"
is no longer suited to the needs of
a mature, open economy, and
may actually have exacerbated
the recession and impeded recov-
ery.

“The economy will simply have
nowhere to go," said the coun-
try’s Economic Planning Agency
last year, “if the government per-

sists with closed policies."

This mood of doubt about
Japan has been accentuated by
the spectacle of economic success
across the Pacific and in conti-

nental Asia. In the 1990s the tra-

ditional images of the two eco-

nomic superpowers have been
reversed: while the watchwords
of the Japanese economy for the
past five years have been malaise
and decline, the US has been
undergoing (in relative terms, at
least) a renaissance. The success
of competitors in Asia, following
rather different capitalist models
from that of Japan, has added to
the sense of self-doubt about the
durability of the Japanese model
Japanese business leaders

agree. They argue that the shock
to the system of the past four
years has been so great that the
system itself has already begun
to crack. They point to crucial

elements in the Japanese model
that appear to be in decline.

“The last few years have forced

companies to think the unthink-
able about the way they do busi-
ness," says a senior executive at
one of the country’s industrial

giants.

But has the special Japanese
version of capitalism really been
changed forever by the events of
the past few years? Is it begin-

ning to submit to the redder in
tooth and daw variant practised
elsewhere? While there are many
characteristics unique to the Jap-
anese system, there are three
basic elements cited by econo-
mists as central:

• The corporate structure. At
the heart of the machine is the
Japanese corporation. The big
companies have traditionally
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Share ownership

Par cant ot to&l share* owned 1976 1960 1964 1968 1982 1995

Corporations 64.4 65.9 69.3 75.4 72.6 69.6

Df which financial institutions 36.1 38J2 38.0 44.1 42.9 41.1

individuals 31.4 27.9 23.0 19.9 20.7 19.5
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been a part of giant industrial- • 1

financial groupings, their shares Alt!
owned largely by other compa- Jap:
nies in the group. Their tradi- the
tional method of raising finance real
has been direct from the finan- thro
dal institutions with whom they (mo
have intimate relationships. This tion
has long been reflected in a huge ated

banking system, into which is men
poured the savings of the nation, TJ
and relatively small free-floating eacl

capital markets. This feature is inde
said to have given industry as a Tt
whole unity, stability and the the
advantages that come from nies
long-term planning. loos
• The management system, few
With only a limited number of prof
shareholders seeking to maxim- licly

ise short-term investment theb
returns, companies have been pres
more free than those elsewhere sion
to focus on other goals. Compa- mos
nies, it is said, are run in the som
interests not just of shareholders, ally

but of employees, customers and Re
“society”. Most important, labour final

has traditionally taken a much past
higher share of total returns than been
in other countries; the key ele- theii

ment of that bas been lifetime The:
employment capv
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-8S -90 -95
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• The role of government.
Although the figures suggest the
Japanese public sector is among
the smallest in the world, the
reality has always been that
through a panoply of formal and
(more often) informal regula-
tions, the private sector bas oper-
ated hand-in-hand with govern-
ment.
There is some evidence that in

each of these areas things have
indeed been changing.
The recession has not broken

the ties binding Japan’s compa-
nies together, but it might have
loosened them a little. In the past
few years a number of high-
profile companies have very pub-
licly cut their shareholdings in

their sister businesses. Citing the
pressures caused by the reces-

sion, big financial institutions,

most notably life insurers but
some banks too. have been gradu-
ally selling their shares.

Reflecting this, corporate
finance has also changed. In the
past five years companies have
become much less dependent on
their main banks for borrowing.
They have resorted instead to the
capital markets. In the mid-1980s

companies relied on banks for
more than 85 per cent of their

external funding requirements.
By 1991 that figure had fallen to

about 75 per cent. And in spite of
the subsequent stock market col-

lapse, in the past few years it has
dropped even further.

There is also clear evidence
that companies within the vari-

ous industrial groupings now
rely much less on each other for

their trading. Related companies
are, in the words of a senior
adviser to one of the biggest Jap-
anese trading houses, “increas-
ingly irrelevant".

Such changes, however, do not
add up to a revolution. Compa-
nies are changing their habits,

but both in terms of the owner-
ship of companies and the way
they are financed. Japan is still

not even close to the US model.
There, almost two-thirds of all

equity is owned more or less

directly by individuals. And more
than half all total corporate
external financing requirements
are met through securities mar-
kets.

Set against those figures,

Japan bas merely been tinkering

OBSERVER
Uphill

'. HSBC’s attempts to make a
;namefor Itselfin Switzerland
have suffered an embarrassing
setback. The pusby-mternafioual
Irarilrtnff -group Iflgt month
.crowed about Its success at
beating the cream ofthe Swiss

' banking Wrtuhijghmmt in

potting togetherSwitzea^and’s
biggestMSG - the SFrtBBm
buyout of SchafFnerEIektronic.
However, Observer hears that

HSBC’s Swiss banking affiliate,

Zurich’s Guyerzeller Bank, has
'just missed out on a project

much closer tohome.
HSBC's'Swiss offehoot was set

up in 1894by Adolf Guyeraeller,

;,a Swiss entrepreneur who-had
' made his first fortune in cotton

atthe time of the US dvfl war.
~ Guyerzeller had founded the
bank to help him finance his

most famous project - building

the Jmigfranhahii, Europe’s .

highest and most expensive

:
mountain-railway.
' The Guyerzeller Bank was a

' Hg-issuer and trader of
securities in the early days of

fire railway. So how come Bank
J. Vontobel, a relative upstart

"compared with Guyerzeller's

bank, has been picked to lead

the Jungfranhahtfs flotation on
^the Swiss stock exchange?
Surely it.couldn't have anything
to do with the feet that the

Guyerzeller Bank refused to
invest any more money in the
project, after Arnold Guyerzeller
died in 1889?

Deng's ding-dong
Time wasWhen a family

connection to China’s Deng
Xiaoping guaranteed bright .

. business prospects. Not any
more, it seems.
Zhuhai Shining Metals group

yesterday said that the ailing
paramount leader’s sop-fa-law
was being replaced as chairman,
apparently on the request of

China Non-Ferrous Metals
Impart and Export Corporation.

'

the catchily-named company
that holds a controlling stake in
the Zhuhai firm. Nor is this the
only setback,to Deng & Co:
Earlier this year, Shougang
Concord, the Hong Kong-based
property group, parted company
with the second son. Deng
Zhifang

. Deng senior’s waning
influence, the collapse inthe
company’s share price, and the
failure to turn political

parentage into backers for

property projects are of course •

purely coincidental.

A family affair
Greece's political pundits are

filling their columns with,

speculation about an early -

general election - possibly in
October.
The governing Panhellenic

Socialist Movement is

comfortably ahead in the
opinion polls and the
Papandreou clan is still going
strong, despite Andreas
Papandreou. Pasok’s founder,
having been laid to rest two
months ago. George Papandreou,
his eldest son and current
education minister, is a rising

star. If Pasok returns to power.
George is tipped as next foreign
minister.

Then there is Nikos, the
second son. The author of an
already best-selling biography of
his father, he’s rumoured to be
thinking of a political career.

That still leaves two more
Fapandreous: Sophia, currently

organising her father’s archives
into what will become the
Papandreou Foundation, and
Andreas junior, who Is still said
to prefer economics to politics.

Well, at the moment, anyway.

Better read
If there ware prizes for

adventurous marketing by
England’s public schools, then
MiHfield. an upmarket
establishment, would win hands
down. It’s recently been touting
itself in communistrun
Vietnam.
In March the school placed ads

in a Vietnamese newspaper.

hoping to catch the attention of
the country's growing expatriate

community, as well as
Vietnamese. No expats, but
three sets of Vietnamese parents
have signed up their offspring
for next term, including the
lS-year-old daughter of a

high-ranking official in the
communist party’s very own
elite - the powerful central

committee.
MillfieJd is banding out

scholarships but the parents of

the 18-year-old will still have to
fork out $10,000 a year in fees.

That’s no mean sum: average

annual per capita income in

Vietnam is a mere $250. A term
at Millfield costs a whopping
£6,000. Good to see Vietnamese
capitalism taking off, especially

at the top.

Whale of a time
Finnish TV has just broadcast

a novel method of police

scooping up big fish. In the city

of Oulu a patrol car now sports a
harpoon gun attached to its

front bumper. When spotting

speeding villains said car gives
chase and - whoosh! - out pops
a tubular steel harpoon,
whamming into the boot ahead.
Hydraulic barbs then open,
keeping the harpoon in place,

and the police car brakes,
forcing the spiked car to stop.

The captured criminals then of
course start blubbering.

with its model in the past Tew

years.

In Japanese corporations,

much has been made of the
changing nature or employment
practices. The recession, it has
been argued, has forced compa-
nies to abandon the 1 1 retime

employment guarantee. The real-

ity is rather different.

It is true that companies have
facet! on unprecedented squeeze
on their lalumr costs. The rapid
oppreeiat ion of the yen between
1991 and 1995 has forced compa-
nies to shift many of their pro-

duction facilities off'shore - tilt-

so-called hollowing out uf Japa-
nese industry. The same cur-
rency appreciation put pressure
on Japanese companies at borne
too. as lower import costs forced

prices down.
But the evidence suggests tliat

Japanese companies have reacted
to this squeeze on their flex ih It'

costs in traditional ways. Though
unemployment has risen to ns
higliest ever level - per cent
of the population - the increase
has bet-u cuncentrated mainly
among tu-w graduates, who have
had more difficulty finding juhs.

That is because companies have
chosen to cut recruitment rather
than cut staff. What is surprising
is that in spile of the recession,

big comp.m its have largely stuck
to the lifetime enipkw ment guar-

antee.

At all manufacturing compa-
nies. total employment increased
by almost 7 per cent between
1991 and 1995. absorbing almost
all of the new workers. Total
labour costs are actually close to

a record high.

D eregulation has
been the mantra of

Japanese politi-

cians for years.
Everj’ year they

unveil a new list of areas to be
deregulated, but the changes
have not been extensive. la many
areas, the degree of government
involvement has actually
increased.

A Japan of US-style market
economics, with independent
companies pursuing returns for

tbeir shareholders, raising funds
in capital markets, hiring and fir-

ing willy-nilly, and operating
largely free of government inter-

ference therefore seems like a
very distant prospect.

Yet that was precisely the
model of Japanese capitalism
that operated in the early part of
the 20th century. Big companies
were fiercely competitive, even
waging hostile takeover battles

in the interests of rapacious indi-

vidual shareholders. The role or
banks was marginal, and a flexi-

ble labour market ensured high
levels of turnover and worker
insecurity.

It took the combined and pro-

longed shock of rapid militarisa-

tion in the 1920s and 1930s - and
the reconstruction after the war
in the 19J0s - to produce the
modern Japanese system. The
existing structure owes more to

distinctly 20th century phenom-
ena than to immutable Canfucian
economics.

In other words, change is not
alien to the Japanese model. The
Japanese economy has altered iu

fundamental ways at least once
this century. To achieve that
change required a severe shock.

In the 1990s the evidence so far is

that the recession, in spite of the
difficulties it bas caused, has not
proved enough of a shock to
achieve a transformation of the
Japanese economic system.

wia/ 7////SJ

100 years ago
Locust Plague
If a fortune awaits a man who
can invent a means of exter-
minating the rabbit pest iu
Australia, an equal reward
would probably fall to the lot

of him who could abolish the
locust plague in Argentina.
Reports from Entre Rios state
that the locusts were a terri-

ble scourge to agriculture last
season, and it is fully expec-
ted that they will return this
year. The county folk affirm
that these voracious insects
always maintain a succession
of visits for seven years, and
as this is the seventh year, it

is not supposed that they will

depart from custom by stop-
ping away. After that, it is to
be presumed there will be a
welcome locust-less interval,
and the sugar plantations
may flourisb for a while in
peace.

50 years ago
Burma To Have
Own Currency
Rangoon; Burma will have its
own currency managed and
controlled bj* a currency
Board consisting of five mem-
bers, two of whom will be
Bin-mans, from next April.
The exchange value of the

Burma rupee in terms of ster-
ling will be the same os the
present Indian rupee (is 6d).
Burma’s currency is at pres-
ent managed by the Reserve
Bank of India as agents for
the Governor.- Reuter.
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Fall in Japanese land
value unsettles lenders
%6*»T«a*. tnT«WD Average property prices now

down 47% since 1992 boom
fMkoTaraamo In Tokyo

fW»se property prices fell
““Pty again last year, fatten-
diyin* the problems of the
Batten's stretched financial
institutions and more
fifficolt the government's debt
redaction programme.
Since the end of the coun-

try's property boom in 1992,
average prices have tumbled
47 per cent, according to
the National Tax Administra-
tion Agency.

“If the content felling trend
continues, it win Increase *****

loans and could shake the
basb of Japan's financial sys-
tem,” warned Mr Shlnlchiro
Tdud, acting head of the Real
Estate Companies Association
of Japan.
Property lending has long

formed a substantial propor-
tion of the total lending
of most Japanese financial
institutions. Among the lead-
ing commercial, trust and long
term credit banks, it accounts
far a quarter to a third of total
lonrijng

The average price of a
square metre of land at the

beginning of this year was
Yi9z#» ($i,78«. down ias per
cent from a year earlier.

By region, Tokyo led the list

with the average property
value falling by 16.7 per cent,

whfle Osaka followed with a 16
per cent drop.
Many of the loans extended

by h»mi« and institu-

tions - Including the Jusen. or
housing loan companies -
were done against property
collateral valued at peak
prices.

Property analysts estimate
that the Housing Loan Admin-
istration, the body which is

responsible for collecting
some Yl&OOObn in bad loans
formerly held by the Jusen.
could face up to Y300bn to
Y500bn in appraisal losses on
property held as collateral
as a result of the weakness in
property prices.

Mr Kohei Nakabo, president
of the Housing Adminis-
tration, said he would be lucky

to collect half the existing
loans. Mr Tadashi Ogawa, vice-

minister of finance, yesterday
refuted riijwMi that the decline

in land prices would have a
direct impact on the govern-
ment's Jusen loan liquidation
scheme.
He said there was no need to

reassess the collateral values
since they were set at levels 20
per cent below market value.
However, the declines of the

average index have not been
as sharp as that of actual prop-
erty values, and property spe-
cialists expect a further fall in
the average property value.
“Some property deals are

being done at levels as low as
90 per cent below those at the
peak, and the average index
has not caught up with the
actual prices yet.” said Ms
Keiko Otsoki, property analyst

at brokers UBS Securities
in Tokyo.

A limited revolution. Page li

Germans held after probe
into Libyan nerve gas plant
Bh. lgfnll C Li ifamiof hmciiw unotmann
hi MdnchewglBdbach

The German government
yesterday faced embarrass-
ment as it emerged that two
German businessmen had |vl*n
arrested an charges of assist-

ing Libya’s chemical warfare
programme - seven years after

Germans helped Colonel
Gadaffi build an entire poison
gas plant.

Customs and police said yes-

today that a group of busi-

nessmen had bought control
equipment for rfipmtrui plant
from Siemens, the German
electronics and engineering
group, adapted it to make
nerve gas and then exported It

to Libya.
An international arrest war-

rant has been issued for a Leb-
anese-born German who is a
known buyer of equipment far

the Libyan government.
Police said they suspected

that the three had adapted the
equipment to make nerve
gases similar to the type which

was released by terrorists on
the Tokyo subway last year,
trilling |2 people anil making-

more than 5,500 QL
Details of the shipments,

which took place between 1990
and 1993 and are valued at
DM3

,

2m (32.16m), will be a
blow to the government, which
had promised to tighten con-
trols after German companies
and executives were charged
In the early 1990s with ship-

ping an entire poison gas plant
to Rabta in Libya.

Mr JQrgen Imbausen, owner
of the company at the centre
of the Rabta shipment, was
sentenced to five years in
prison.

Prosecutors said yesterday
that they did not yet know if

there were links between the
present investigations, which
began last November, and ear-

lier shipments of German
equipment to Libya.

A joint operation by German
and Belgian police led to the
arrest on August 9 of two Ger-
man businessmen who owned

a number of companies in and
around the Rhineland town of
MAnchengladbach. Mr Berge
Balanlan. a 62-year-old who
police say owned a number of

shell companies in Belgium
and co-ordinated the shipment
via the Belgian port of Ant-
werp, is still beang sought.

Mr Peter Holz, a police
spokesman, said the equip-
ment made by Siemens and
used in the management of
chemical processes was an
updated version of that
shipped to Libya In the late

1980s.

The Siemens equipment
itself does not require special

export licences, according to

Mr JOrgen Vttz, a senior prose-

cutor, but had been adapted by
the businessmen. Identified

only as Udo B. and Detlef C. so
that it could be used to mix
poison gases.

The two men are being
investigated under legislation

which forbids the export of
material which could be used
to manufacture poison gases.

Chechnya peace accord under threat
Continued from Page 1

portions there and win not be
easily removed.
Even Russian military offi-

cials suggest It would now
take a full-blooded assault by
federal troops to dislodge the
rebels.

The conflicting demands on
Mr Lebed highlight the politi-

cal difficulties the former gen-
eral confronts In the Kremlin
in attempting to resolve the
Chechen conflict.

Mr Lebed yesterday tried to
soften his earlier demand that

General Anatoly Kulikov, the
interior minister, should be
sacked, saying they could both
work together if Mr Yeltsin so
decreed. “A settlement of this

bloody slaughter is more
important than my personal
ambitions or Kulikov’s ambi-
tions.” Mr Lebed said.

Meanwhile Mr Yeltsin’s new
mess secretary. Mr Sergei Yas-
trzhembsky, condemned recent
western news reports about
the poor state of the presi-

dent’s health as nothing more
than “rumour and conjecture”.

Britain’s

royals

consider

changes to

monarchy
By David Wighton in London

The British royal family is

considering proposals that
would bring it more into line

with other western European
munaryWi^f

,

The plans include cutting
the number of family mem-
bers involved in public duties,

ending the 300-year ban on the
monarch marrying a Catholic
and allowing women members
equal rights to the throne.
Senior family members and

advisers are also believed to
be looking at the public fund-
ing of the monarchy after the
current arrangements, under
which the family receives
£55m (S85Jm) a year, expire
in 2000.

Bat it is not dear if they are
considering changes to the
monarch's powers to to
appoint prime ndnittai and
dissolve parliament.
The dlscnarions are taking

place against increasing politi-

cal pressure for reform. The
British public has followed
frequent media reports on the
extravagant lifestyles of some
family members high-pro-

file divorces of three of Queen
Elizabeth’s tour children.

While Buckingham Palace
would not comment on partic-

ular proposals. It confirmed
that “strategic Issues" were
discussed at regular meetings
between family members and
royal advisers. But it said no
decisions were “imminent”.
Buckingham Palace said

reforms had already been
introduced since 1992, when
the Qneen agreed to pay
income tax and the number of
family members receiving
public ftmds was reduced.
Observers say likely reforms

include ending the ban on
Catholic marriage ami restric-

tions on female succession.
Lord St John of Fawsley, a

constitutional expert for-

mer Conservative cabinet min-
ister, said that allowing royal
family members to marry
Catholics would not require
the severing of the special link
between the monarchy and the
Church of England.
Hie Queen is thought to be

keen that the monarch stay
head of the Church of
England, but Prince Charles,
the heir to the throne, has
suggested the link to outdated.
More contentious would be

changes to public funding of
the royal family. Buckingham
Palace would not comment on
suggestions that it was consid-
ering the scrapping of all pub-
lic subsidy in exchange for the
return of former crown lands.

It seems unlikely the gov-
ernment would accept this.

The Crown Estates generated
Income of £94.6m last year
while total public fowling of
the royal family cost USm.

Editorial Comment, Page li

FT WEATHER GUIDE

Europe today
it wH be sunny and warm over the

Benelux. Germany, southern
Sweden, the Baltic statea and
Poland. Russia win be cloudy wKh
sunny apaBs.

France w* have thunderstorms,

especially in the south. It wM be
cloudy with outbreaks of rain in

north west Spain and Portugal but

the east wffl remain dry with sunny
speRs. Soma cloud wM form in Italy,

•specialty ki the north. Switzerland

w» have scattered thunderstorms.

Soma thunderstorms w* finger over

the Safcsn states and Greece. The
Black Saa area wM be affected by
thunder rtKwrars.

T 0

0

A ookf front over the Britfeh feteewfl

gradusiy extend eastwards.

Thunderstorms wM develop over

Frwioe and reach the Benelux on
Wednesday.

t-flgh preairs over Scandtnavto wtt

brfnflflsnarallydryctJndWonsio

Sweden. Finland and western

Russia.
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Transatlantic turbulence
I
British Airways may yet poll oft its

i

alliance with American Airlines.
But the omens do not look good. It

!
is bad enough that most other US
airlines - including USAir, BA's
current partner - axe lobbying

!
against the deal. BA sow has to

i

contend with the tact that the Brit-

ish government to resisting the sort

!

of “open skies” deal that the US
I

administration wants to sign. The
UK may well be right to hang tough

I

to these negotiations: hut the effect
i to that BA can no longer count an a
juicy carrot being dangled in front

of the US in exchange for blessing
1 its American partnership.

The odds are that BA will at least
have to make concessions to secure
antitrust approval. One possibility

to that it could be forced to give up
slots at Heathrow to allow transal-

;

lantic competition to develop more
rapidly. The risk Is that the result-

ing price falls could outweigh the
benefits expected from the Ameri-
can tie-up. Another possibility is

that same routes - notably London-
New York - may have to be cut
from the deal as the price for regu-

latory approval. That would remove
much of the alliance's attraction.

Meanwhile, BA’s deteriorating
relationship with USAlr makes it

look less likely that it will end up in
iBanw with both US airlines. If the
American partnership to blocked,
BA could even emerge with no US
partner. It to sufficiently attrac-

tive not to be left permanently on
the shelf. But with the most sought-
after US airlines already tied up,
BA could be left for some time
scrabbling around for a data.

!

German tax reform
While their fellow citizens are

stewing an Mediterranean beaches,
Bonn’s politicians have been get-

ting hot under the collar over tax.

With one eye cm the next election in
1998, the main parties are vying to

I outdo mph other with hold plans
I for tax reform.
i There is a big prize for the taking.
Germany’s tax system, to one of the
most complex and ineqnitable in

the world. A local court ruled
recently that due to tire ™™h«w of
available exemptions, individuals
could no longer be expected to fill

in their tax returns correctly. Sim-
plifying the system and closing
loopholes would enhance German
competitiveness, and encourage
investment. It would also save
enough money - estimates range
up to DM75bn or more than 2 per
cent of gross domestic product — to

Eurotrack
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enable substantial cots in income
tax. Germany's current top rate of
53 per cent on salaries over
DM120,000 is significantly higher
than to the UK or US.
While everyone agrees on the

goal, they differ on how to achieve
tt. Chancellor Helmut Kohl warned
last week that any reductions in
income tax would have to be paid
for by raising valued added tax, a
measure opposed by the other par-
ties. Nor does the government have
much scope for generosity given the
need to cut its budget deficit to
meet the Maastricht criteria for
monetary iminn. The lesson from
this year's programme of controver-
sial spending cuts, currently stuck
in pnrH«nwnt

1 to that any cuts
that do arrive in 1999 will be rather
Hmp.

Ashantd/Loorho
Ashanti Goldfields’ plans to trans-

form itself into the leading African
gold rafoiTig house are stumbling. It

has increasingly resembled a com-
pany where gold reserves exceed
management resources. It has come
well short of its target for produc-
ing lm ounces of gold from its Obu-
asi mine. But inataart of focusing cm
improving productivity in coasting

mines, it set out this year to acquire
three more mining companies in as
many continents. Not surprisingly,

this has hurt its share price. So the
fact its all-paper offer for Golden
Shamrock Mines (GSM) looks on
the brink of collapse may actually
bode well for its shares.

Ashanti's difficulties crane at a
bad time for its largest shareholder,
Lonrho, which is considering a sep-

arate listing for its mining inter-

ests. Lonrho’s platinum business

was recently left in a strategic tan*

by the European Commission s deci-

sion to block its proposed merger

with Gencor's platinum business.

The Ghanaian government holds

blocking rights for any bid for

Ashanti.
Meanwhile, Anglo Americans

stake in Lonrho itself effectively

prevents any bids for the bidding

company. Lonrho Mining would
therefore trade at a chunky dis-

count to what has been a declining

net asset value.
Lonrho has plenty of opportuni-

ties to spruce up its mining busi-

ness. Buying RTZ’s platinum inter-

ests, which are understood to be for

sale, would build the critical mass
that the imp^ia deal was intended

to achieve. But as things standJLao-

rbo’s break-up offers no short-tram

attractions for investors.

Argos
|

Mr Miiw Smith to a famously dour
chief executive running a company
that is feat becoming famously bar-

;

tog - to the best possible way. '

Argos has once more turned in
j

excellent results, prompting ana-
j

lysts to bump up their earnings
I

forecasts. It continues to guzzle up
market share and is aggressively
asserting its status as the cheapest
high street retailer.

The growth outlook appears
promising- The company still

scope to evpgnd tts core network of
catalogue stares to the UK by 2550
per cent over the next few years. It

also plans 70 catalogue stores in
Holland and is experimenting on
some promising new concepts for
the UK.
Meanwhile, the company should

have opportunities to make an earn-
ingenhancing acquisition related to
Its core businesses, though It is

encouraging that it is not being
hurried. The Zeitgeist also favours
Argos: 1990s’ consumers are much
more cost conscious thaw their
1980s* counterpart; mid a retailer

selling no-frills goods looks well- ;

placed to adapt to the growth of
'

“non-shop” shopping.

The biggest wrinkle lies in Argos*
share price. It remains at a healthy
premium to the sector, and looks to
have priced in most of the good
news. The rate of profits growth
win also slow in the second half.

The suspicion is that, sooner or
later, Argos wffi run into mare for-

midable competition than it cur-
rently faces. For now, though, it

looks Hke more boredom - of the
best sort.

•lifi •

Our Masters in Finurn is designed for

those who are pursuing, or planning to

pursue, successful careers in finance. Ir can be

completed in two years part-time (typically

two evenings per week) or nine months

full-time. The part-time Masters in Finance is

ideal for those wishing to gain an in-depth

knowledge of finance and earn a formal

qualification while continuing in their jobs.

Courses start in early October and are taught

by the School’s world renowned finance

faculty. To find out more about the Masters

in Finance why not come akmg to one ofour

information sessions below.

An insider’s view:

“7he LBS faculty boasts some ofthe biggest

names m finance, and it is a privilege to be

taught the theory ofmodem finance by

those who actually shaped it. The course

places great emphasis on the practical

applications oftheory and l was very

quickly using my new skills and knowledge

in my job. The part-timeprogramme allows

you to obtain a world class qualification

without disrupting your career and,

although it requires considerable discipline,

commitment and dedication, the sense of
achievement is tremendous.*

Mak Mandos Khtesi Basra totsatntM iiwgi innn

(on completing the pan-tine Maram in Finance)

Thursday 22 August or Monday 9 September at 6.15 pm
London Business School, Sussex Place, Regent’s Park, London NWl 4SA

We also offer Corporate Finance and Investment Management evening prngrammw which

are specially designed for experienced managers and finance professionals in business or the

City. Both programmes provide comprehensive coverage of their fields, including the latest

developments and ideas. Participants attend on one evening per week from October ro June.

For further information contact: The Information Officer, Finance Programmes Office,

London Business School, Sussex Place, Regent’s Park, London NWl 4SA, UK.

Teb +44 (0)171 706 6840 or 262 5050 e-mail: mifinfoffihc

Fax: +44 (0)171 723 1788 or 724 7875 URL: hrTp^/wnii-ty fhc lnn -ai- n^

Masters m Finance: Q Part-time (evenings) Q Full-time

Finance ertnings programmes: Q Corporate Finance Investment Management

Mt/Msz

Job Tide:

Address

Given name: Family name:
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Mannesmann
cautions on year
Mwaamuaut., the Carman irinfrita phone to
titoKs wmtfnrowate, reported interim net profits
UP 28 per cent to DMiaom (tuOBm). However, it
wanted that fuU-year operating profits would be
gnly "slightly” better than the DM9Um.reported
hurt WWi Page IB; Meter fined DB&m after
Baaroth probe. Page

mtfmpofiXm out-prio* teteoom offer
• = — The Singapore ggvem-

merit la to offer all Singa-
porean adults cut-price
shares in Singapore Tele*
communications, the City-
state's largest company,
when a second, tranche of
Ha stock is sold. Mr Goh
Chok Tong, fits prime
minister, said 500 Slnglfe]
shares .would be offered to
each citizen aged over 2L
at S$SU50 each. The compa-

lea ends Latin America talks

Vj
d each citizen aged over ZL

at SfZJSO each. The compa-
ay's share price closed irtS$B^yestmrday. Mr •

'

fc
Qob did not say whan the share would

'.TijjJl open or close. Page 14
' iioOitawto«Kr9bq midway

\ 7 *3^ HOC, the Swedish,construction group, reported
1
ECSt gn upturn in -profits in the first six months of

' the year to SKrQbn CWSLfon) against SKrl89m aw year ago. However, it continued to be held back
I

fiy a recession in Swedish house building that
has lasted five years. Page 15

"TJl1* BO Bank at DKrSaim in dabut half
Denmark’s BG Bank, formed this year by the
verger of Blkaben bank and the Post Office's

. v GiroBank. reported **satisfiictory" pre-tax profits

. 6fDKr82lm (S14azra) in Its first slxmonths of
- operation. The result compares with the banks’

combined total of DKr788m in the first half of
... / 1995. Page 15 •

•\i
Ci;

'
-j'-o' Algos plaits Vtetfwrlands stores

••
-.7ci Argos, the UK catalogue retailer, reported a bet-

-
•. £« r ; teKhan-expacted 45 per cent rise in interim pre-

jq. tux profits to fiSlAm ($40.6m), and said it

- i’Sa planned to open stores in the Netherlands. Page
•

• ots M. Lax, Page la

Oheona Ksog hiMruetine ikw 44%
, dwmg Kong Infrastructure, recently spun off

; - ••-ad frqm Cheung Kong, the Hong Kong property^ development group, reported half-year net earn'
• •

| frigs OfHK|M7tm (TH|h ft"), fp iflwMt 41pw
t cent from a year ago. The results, calculated as

'--.•rjsc-
jf tlmgrotvhad.b^inexfidence thivuitinnrf -

. ir the reporting period, put CB3 on course to meet
-u.'&t ita prospectus forecast ofaminimum Hgyttam

for tbeftdl year. page 14

. liMUW tW BWp MlUt lWi .

. ..._ India’s te* harvest In the flrfthalfpf this year
. waa sper cent higher than i year .ago. at fl6Mm

'
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By David WHta In Madrid

^Pain's Teleftaica has broken
off discussions with AT&T and
GIB over the posErihflity of the
US wwupnrrtan* taif^ig a stake
In its Latin American
operations.
The partly-privatised tele-

communications group arid Mr
Juan vnialanga, its new dbah>

'

man, had decided there wee no
longer a need for “technologi-
cal partners” in Telefonica
International fTlsaX Jta over-
seas subsidiary.
The decision nmytoi * sharp

turaround in Telefonica’s
strategy after two years of con-

Porsche
in talks
to sell

Mercedes
in US
By Helg Simontan.
Motor Industry Correspondent

Mercedes-Benz and Porsche,
the German car groups, yes-
terday said they were in talks
that may lead to Porsche sell-

ing an up-market version of
Mercedes-Benz’s new US-built
sports utility vehicle to go on
sale'next year.
The agreement, under dis-

cussion for some time, could
significantly strengthen
co-operation between tiie two
Stuttgart-based companies.
Links were flnrt develtwd ^i

iB9o when pomebe buff* foe
£500, a Wgh-perfbroBZiioe ver-
sion pf a Mercedee-Bens car.

.'The two wHnpainips would
not say when foe negpfoifioiu
would conclude.

Although the existence of
folk* fells boon known for
some tiny, MercodesrBenz had
natfl naptmfiv heenS^fc«qgh*

.be for foar’of iwmt»
haiishfo fades of ifo - own

Oe^P^ens'e' new Tuscaloosa
plant In Alabama now com-
plete And production equip-

ment for the new. M Claes
vehicle being installed, a

Mercedes’ M Class vehicle

result is expected relatively
soon.
The new vehicle, developed

to compete with product* such
as Land Rover's Discovery and
the Chrysler Cherokee, is

designed for tine buoyant US
fports-ntmty market. Demand
for such vehicles, which have
substantial off-road capacity

but are usually used by image'
conscious drivers pm normal
highway*, has accelerated In

recent year* as product* haw
been Introduced, increasing

customer awareness.
Capacity at Tuscaloosa is

expected to reach 85,000 units

a year, with the hulk destined

for the US- Exports to Europe
will.start in early isBg.

The advantages for Porsche
of - gaining access to the
M das* are clear. Although
the oompany has survived a
troubled period in the early

1800s, when sales of Ms dis-

tinctive itportacars slumped,
its range remains limited.

Developing a Porsche-badged

sports-utility vehicle could

create a fubstantfol market,

The appeal for Mercedes-
Banx tolas* obvious — explain-

1

ing Its previously uncertain

approach to the talks, Selling

5,000-UMKK) M da** vehicles a
j

year to Porsche would 1

Improve capacity WHHsatfcm at
;

Tuscaloosa and potentially ,

increase the market aware-

1

ness for the new vehicle. .

However. Mercedes-Benz is

baaeved to have stressed the

I tyro versions Would'have to he

different to avoid diluting

sales, while the commercial

arrangement* between the

two companies would have to

he considered oarefuHy so as

,-ndt to antagonise Mercedes-

Benz’s US dealer*.

According to Der Spiegel,

the German new* magazine,

the Pcwscho-b&dged vttdOB of

the vehicle would, have dis-

tinctive metalwork and be
powered by a Mghrperfor-
mance v®. angina to help dis-

tinguish»tnm foeMercades-

Br"v ‘ Tprsll**1- Such treatment

would also be more in keeping

with Porsche’s own Image as

en exclusive *pqrt*car maker.

taijfo with foe two TJ8 groups.
Jta- .aim had been to bring
gfflinr W both of them in as
Tisa shareholders to help
strengthen its position In the
global talacrnn* market.
Instead. Telefonica said it

was seeking to caneohdate its

totternational position through

It had been repeated on sev-
eral occasions to be on the
brink of a deal, bad con-
firmed it was holding talks
with foreign campaniee includ-
ing GTT5 and AT&T. However,
it said yesterday these talks
did not involve formal negotia-
tions.

Prospects far a shareholding
deal receded in the aftmnath
of foe 1984 Mexican currency
crisis, but later revived.

In the interim, Telefonica
has built up its position as the
principal foraign telecoms
group in Latin America, nota-
bly through the acquisition of
TeJefBaaica del Pertt It is aim-
ing to expand into Brazil via a
consortium bidding forth* pri-

vatisation of a 35 per cent
stake in CRT, the regional
operator.
At the Barns time, Telefonica

baa forged links with AT&T
through the European group-
ing Unlsource, in which It is a

25 per cent partner. AT&T and
UnJsource agreed earlier this
year to marge moat of their
crosa-barder operations in
Europe.
Telefonica also has ties with

both US companies in ventures
In Mexico and Venezuela.

Its decision to drop the
shareholding plan leaves a
question over the future capi-

tal structure of lisa. The plan
under discussion would have
involved foe transfer of shares
held directly by the Spanish
state, which has a 233 per cent
interest la Tisa.

The remainder of the shares
are held by Telefonica, of

which the state currently owns
about 21 per cant The latter
stake Is scheduled to be sold
under the government’* plans.
AT&T and GTE yesterday

seemed surprised by Telefon-
ica's apparent acknowledge-
ment that Informal discussions
could have led to either or
both US groups' taking a stake
In Tisa. AT&T said It had
never confirmed it had been in

discussions with Telefonica
and refused to comment fur-

ther.

GTE. which also refused to

confirm the existence of the
talks, said It had not heard of
Telefonica's decision.

Alpine railway set for flotation

r -**
j

tmi - i-

? <
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Bjf WWpqi HhB In Zurich

Swftiterliad’B top tourist
attfaetton. ‘ £ about to be
floated tmfiis’ Swiss stock: mar-
ket About 25 per cent of foe
shares' to .foe Jnngfraubahn,
which runs foe highest and
mpst spectacular railway in
Europe, will be sold to an
international offering which
will be priced today and is

expected to value the company
at about SPrlSOm QUMLaro).
The Juugfraubahn (pictured

above, yesterday) is one of the
odder new issues of raeent
years. Its founder, Adolf Guy-
erzoller, wanted to build a rail-

way in tbs 1380s to the fop of
the Jungfrau (4j58m).The proj-
ect, Which involved driving a
tunnel through the north face
of foe neighbouring Eiger
(8,970 metres), ran out of
money before It could reach
the top, end the oog railway
now terminates at the Jung-
franjoch, about 700 metres
below the summit
Nevertheless, it carried

500,000 passengers last year
and earned SFrlflm on reve-

nues of SFr95m. It has
financed the bulk of a SFrl30m
modernisation programme
from internal funds and pays a
handsome dividend by Swiss

standards. It also offers 'share-

holders who turn up to foe
company’s annual meeting the
added perk of cheap trips up
the Jungfrau. The line's suc-

cess owes a lot to the growth
to Japanese visitors, though
foe SFri53^0 ($127.70) cost of

the 2V!-hour ride deters budget-
conscious travellers.

The timing of foe issue has

been dictated by the need of
foe Berner Kantonalhank. one
foe leading shareholders, to
repair Its balance sheet The
proprietors of the railway are
optimistic, that their venture
will continue to prosper,
although 1886 earnings are

expected to dip for the second
year running, to SFri3m.
The shares are being sold on

a prospective multiple of about
10 times earnings and a yield

of 3.6 per cent This is a con-
siderable discount to foe Swiss
market, which Is selling at
about 17 times earnings and
yielding less than 2 per cent
The shares are aimed at

international Investors who
want a “pure play" on the
Swiss tourist industry and the
sort of Swiss investors who
once bought Swissair shares
because it was regarded as
part of the national heritage.

Observer, Page 11 I

Citibank
Asia head
in move
to Chase
By John Rldkfivm

In Hong Kong

Mr Antony Leung, head of
Citibank's Asia-Pacific private
banking operations, la to

i
resign to Join Chase Manhat-
tan, marking further upheaval
at Cltlhank'i regional
operations. The move follows
the departure of another
senior private tanitipg execu-
tive.

Mr Leung ham worked for
the US bank for 23 years,
establishing himself as on* of
Hong Kong’s most prominent
bankers and building strong
contacts with China. These
include membership of the
Preparatory Committee, the
150-member body appointed
by Beijing which is overseeing
Hong Kang’s handover to
China next year.

News of his departure, not
announced officially but con-
firmed by Citibank, follows
last week's announcement
that Mrs Amy Yip, planning
director of foe private bank-
ing division, is to move to foe
Hong Kong Monetary Author-
ity, where she will manage the
territory's foreign exchange
reserves.

Officials at the bank
described Mr Leung’s move as
a personal decision and said a
successor had not yet been
decided. u

It fa a loss," the
bank said. “He has contrib-
uted a lot to the building of
the bank's franchise."

At Chase Manhattan ha is

expected to take charge of
operations in Greater China —
China, Hong Kong and Taiwan
- and the Philippines.

Bankers in Hong Kong said
Mr Leung’s move might be
related to recant management
changes at Citibank. Last
October, Mr Leung was moved
from his post as head of corpo-
rate banking for Hong Kong
and China, while Mr Tim
Kelley, general manager of
consumer banking to Hong
Kong, was transferred to Lon-
don.
As head of the Asia Pacific

private banking operations,
Mr Leung was involved to a
growing bat Increasingly com-
petitive business.

Citibank, foe world’s largest

non-Swiss private banking
group, does not give a geo-
graphical breakdown of Its

revenues. However, it said the
Asia-Pacific region repre-
sented a significant part of the
USfllBhn of private banking
assets it managed.

Bid speculation

buoys EMI
on first day
By ABee Rnwethom

EMI Group, the UK-based
record company, aaw its

shares rise to a higher level

than expected yesterday on its

first day of trading as an inde-

pendent entity- The share*
ware buoyed by renewed spec-
ulation of a bid from a North
American entertainment
group.

Shares to EM], which ended
its 17-year association with the
Thom rental Chain: cm Friday
when fop demerger of foe
Thorn EMI group was
approved by shareholders,
Closed at £3,4.00. a rise of 37Vip.

This values EMI, which
includes the Beaties, finumfrlng

Pumpkins, George Michael and
Janet Jackson, it* ros-

ter of artists, at £6-39bn
<$Q.Mhn) and made it the
FT-SE 100 Index's beat per-

former of the day,

EMI’s underlying perfor-
mance was even more impres-
sive as it* share price excluded
the 29r5p dividend payable to
Thorn EMfs investors tor foe
last financial year.

Analysts anticipate further
growth fear EMI's share price
over the short term. ABN.
Amro Hoars Govett expects
the.. shares to reach £15, put-

ting them on a prospective
price/eamlng* ratio of more
than 27 on projected pre-tax
profits of £406Eq for the year to
March 31.

Forecasting. ’ longer-term
value is complicated by the
stock market’s hopes of a bid
tor EMI by a North American
entertainment group soph jbs

Seagram, Walt Disney, Viacom
or News Carp,

"EMTs
,
premium Is under-

pinned by fairly solid earnings
growth as music piracy is

reduced and new markets
emerge," said Mr Anthony de
Larrinaga, media analyst at
Panmure Gordon, "but it is dif-

ficult to tell how much of its

value la due to underlying
expectations of corporate
activity from Seagram or Dis-

ney."
Sir Colin Southgate, EMI’s

chairman, and Mr Jim Flfleld,

chief executive, have
attempted to squash foe bid
rumours. Both have affirmed
that they have had informal

approaches from other compa-
nies, but they maintain that
foe dramatic rise to Thom
EMTs shares before the demer-
ger may make EMI too expen-
sive for predators.

The oqtlook for Thorn,
which owns foe AenbA-Center
ffhgiw in the US and Radio
Bentala in foe UK, seems
likely to be less turbulent

It made a disappointing Btart

in Its first day of trading after

foe demerger yesterday when
It emerged as the FT-SE 100’s

worst, performer with ita

share* falling by lflp to 39Zp
amid heavy trading in lira

shares. At this price Thorn Is

capitalised at at £L7lbn.
Mr John Richards, retail

analyst at NatWest Securities,

praised Thorn’s efforts to

diversify into new concepts
.with greater growth potential

such as “rent-ta-buy**, but
noted that these are long term
developments.

In foe medium term he
expects Thom's shares to set-

tle at 406p. This puts the com-
pany on a prospective p/e of

143. on pre-tax profits of

£187.5m for foe current year.

Microwaves,
lawnmowers,
computers.
We’re always
looking for

labour-making

devices.
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CKI on
target

with 43%
advance

MTV acquires 50% of Brazil service
By Alice Rfttosthom

MTV"Network, the video
channel, la expanding

ra international interests by
“WWBffiO per cent ofMTV

from Abril Group, the
Brazilian mwHa company.

Mxril, which has television
uid publishing interests
throughout Latin America,
wQMhed MTV Brasil in 1S90
after clinching a licensing
agreement with MTV.

It has since established the
channel, & Portuguese lan-

guage service, as one of Bra-
zil’s most successful youth
media, relaying a mix of Bra-
zilian and International
music to ism households.
Mr Tom Freston, chairman

of MTV Networks, a subsid-
iary of Viacom, the US enter-

tainment group, said the
deal represented an opportu-
nity for MTV to expand in

Brazil at a time when “satel-

lite and cable [are] exploding
throughout the region".
Under the terms of MTV‘s

agreement with Abril, the

existing management team
will stay in place to run the
channel.

Mr Roberto Civita, presi-

dent of Abril, said he hoped
MTV’s Investment would
enable MTV Brasil to
enhance its programming
output and to utilise the US
company's technology and
expertise.

The investment in MTV
Brasil, for an undisclosed
sum, reflects MTV Networks’
strategy of expanding and
refining its international

operations. Earlier this year

the company announced
plans to split the existing

MTV I.atin America service

in two. with one channel
aimed at Central America
and the Caribbean, and the
second at Latin American
countries such as Argentina
and Chile.

In Asia, MTV intends to

expand its Indian service to
Give hours of programming a
day by the end of this year,

and to set up MTV India

sales and marketing

operations in Bangalore. Cal-

cutta and New Delhi.

MTV Europe recently fina-

lised plans to regionalise tts

programming and to enable
advertisers to target particu-

lar regions, rather than plac-

ing ads across the entire

continent
The Internationalisation of

MTV’s activities coincides

with efforts by record com-
panies to extend their
involvement with music tele-

vision by launching, and
investing in, rival channels.

Power groups seek spark of difference
A-/ L

rate ofUS mergers driven by m
sire to offer unique service &

E lectricity and gas can
be an explosive mix -
but combinations of

the two are multiplying as
the US energy industry
continues its rapid consoli-
dation.

Until recently, US utilities’

urge to merge had been con-
fined mainly to electricity
companies seeking to gain
strength by joining forces
with their neighbours.
Hie electricity companies

are still merging with one
another, but now they have
started joining with gas com-
panies to form utilities that

they hope will serve all their

customers’ energy needs.
The latest example was

last week when the Texas-
based Houston Industries,

one of the biggest US elec-

tricity companies,
announced an agreement to

buy NorAm Energy, a Texas-
based gas company, for
$2.4bn. This came only a
month after Enron, a Hous-
ton-based energy company
with extensive gas interests,

had announced plans to buy
Portland General, an Ore-
gon-based electricity utility,

for CLlbn.
As long as electricity utili-

ties were merging with one
another, the motivation was
fairly clear. Creeping deregu-

lation is opening the US elec-

tricity market to competi-
tion, and those companies
that can deliver electricity at
the lowest cost are the most
likely to survive and
prosper.

Yet analysts insist that

cost-cutting is not the prime
motivation for mergers
between electricity and gas
companies.
Mr Phil Giudice. head of

Mercer Management Con-
sulting's energy practice in
Boston, says that in a
deregulated market, it will

be open to all electricity dis-

tributors to obtain their elec-

tricity from whatever hap-
pens to be the cheapest
source, so charges are
unlikely to differ much from
one company to another.
That means electricity com-
panies will need to find
other ways of setting them-
selves apart from the
competition.
“Hie underlying strategic

drive is bow companies can
do something for their cus-
tomers that is different from
what other companies are
doing," Mr Giudice says. “So
all kinds of new behaviours
and new suites of products
and services are being con-
sidered."

Mr Ed Tirello. utilities

industry analyst at NatWest
Securities in New York, says
mergers between electricity

and gas utilities will enable
the resulting companies to
become total energy suppli-

ers. offering their residen-
tial, commercial or indus-

trial customers the best
solution to their energy
needs. Mr Tirello predicts a
wave of takeover activity as
electricity utilities snap up
the available gas companies.
The reason is that no elec-

tricity utility dare risk the

possibility that a rival might
acquire a gas company in Its

territory, because that would
leave It facing potentially
overwhelming competition
from a total energy supplier.

T he remaining gas
companies are there-

fore likely to change
hands at high prices. Mr
Tirello suggests. Typically,

these are as much as two or
three times book value.

“It almost doesn't matter
what you pay for them
because you simply can't
afford to have the other guy
sitting there In your neigh-
bourhood," he says.

Mr Tirello predicts that
the actual delivery of gas

and electricity win eventu-

ally become a relatively
minor part of utilities' over-

all business. “1 think utilities

are going to offer basic elec-

tricity and basic gas slightly

above break-even," he says.

The idea will be to catch
the customer’s bUl so that

they can offer 20 or 30
enhanced services where all

the [profit] margins will be -

for example, home security,

appliance repair, and air

conditioning services."

Mercer's Mr Giudice
agrees, predicting a further
revolution in which these
total energy suppliers team
up with other utilities such
as telecommunications
companies and cable televi-

sion operators to offer even
wider ranges of added-value
services: for example, real-

time diagnostics that would
put out an alert If a furnace
was working too hard
because someone had left a
window open.
At the very least, such alli-

ances should yield savings
by enabling companies to
send out one bill for a whole
range of utility services.

And as Mr Giudice points

out “If you can operate just

a penny or two more effi-

ciently than the next guy in
a competitive commodity
market, that can really
matter."

Richard Tomkins

By Louise Lucas
in Hong Kong

Cheung Kong Infra-

structure, the unit recently

spun off from Cheung Kong,
the Hong Kong property
developer controlled by Mr
Li Ka-shing, yesterday
reported net earnings of
HKS347.2m (US$44.9m) for

the six months to Jnne 30,

up 43.88 per cent on the
same period last year.

The results, calculated as
if the group had been in
existence throughout the
reporting period, put CKi on
track to meet its prospectus
forecast of a minimum
EDSS728m for the full year.
It said yesterday it was con-

fident of meeting this goaL
As stipulated in the listing

prospectus, there is no
interim dividend.
CKI had interests In 19

infrastructure projects in
China when it listed on July
17. Of these, 18 will gener-
ate revenue by the end of
the year, compared with six

in 1995.

Since the listing, which
raised HK$4.l5bru one fur-

ther contract and several
letters of intent have been
signed. The contract sees

CKI team up with Hopewell
Holdings, the Hong Kong
listed infrastructure com-
pany, to build a portion of a
ring road In the southern
Chinese city of Guangzhou.
Two letters of intent relate

to deals In the province of

Guangdong.
The group also noted

promising prospects for its

cement and construction
materials business, which
now accounts for the bulk of
OKI’s profits. CKI said
Green Island Cement, a com-
pany taken private by Mr Ii

in the 1980s and now part of
CKI, and stablemate Ander-
son Asia, continued to main-
tain market leadership in
Hong Kong, while Hong
Kong government statistics

show local cement consump-
tion grew almost 15 per cent
from January to May 1996,

and prices rose 11 per cent.

Earnings per share for the
six months rose 41.66 per
cent, to 34 cents.

NEWS DIGEST

Pioneer to offer

retirement at 27
Pioneer, Japan's leading specialist maker of laserdiscs

and audio equipment, is planning to offer early retfrement

to employees as young at 27 in an attempt to cut ns

workforce by 9 per cent by the end of September. The

company, which is looking to cut 650 from its

offer early retirement to workers who are at least 27 years

old and who have been with the company full time for at

least five years.
.

“Pioneer is trig severe business conditions in japan.

Including intensified competition, a trend toward low

prices ofaudio-video products, and a shift from loser

karaoke to online systems,” the company said.

The wnnwmw>nii»nt came as Pioneer reported a return

to profit in the first quarter of the year, supported by

strong audio sales and a weakening of the yen.

Consolidated sales in the first quarter were up 13 per cent

to Y128i>bn ($i.2bn) while the company reported pre-tax

profits of Y766m, compared with a loss of YS.lbn

previously. Michiyo Ndkomoto, Tokyo

Australis Media talks stall
Australis Media, the troubled Australian pay-TV operator,

yesterday said negotiations over a financial restructuring

package had reached an impasse. Unless resolved

relatively quickly, the stalemate could put the group's

survival in question.
Australis said its board, “based on legal and financial

advice", believed the company was currently solvent
However, it again asked for its shares to be suspended
“pending further developments”. Trading, which has been

interrupted on several occasions in recent weeks, was
halted with the price around 12 cents.

The company, which announced an after-tax loss of

A$164m (US$128.6m) for tbe nine months to end-March,

has been in a precarious financial position since early

1996. In May, it won a temporary reprieve when a number
of investors - including Mr Kerry Packer's Publishing
and Broadcasting group and Sir Ron Brierley’s Guinness
Peat - agree to act as guarantors for a US$i25m
six-month bank loan and revolving facility from
TorontoDominion Australia, part of tbe Canadian
banking group.

Since then. Australis has been trying to secure
longer-term finance, mainly through a US$225m offering

of debt securities in the US. NiJcki Tent, Sydney

Bridgestone bounces to top
Bridgestone of Japan has become the world’s biggest

manufacturer of tyres measured by value of sales,

demoting Groupe Michelin of Prance to second place and
Goodyear of the US to third.

The company, which has gone from being a relatively

small localised producer to the world number one spot in

little more than 20 years, last year accounted for $13bn of

the world's total $68bn tyre sales, according to an
industry analysis. Tbe analysis was undertaken by Crain
Communications for the annual global tyre reports of its

European Rubber Journal and North American tyre
industry publications.

Michelin had tyre sales of $tiL3bn and Goodyear
glO.lbn. according to the report’s “Top 50“ league table.

However, Michelin still made and sold more units than its

two main rivals last year, while Goodyear was the most
profitable. Together, the three companies account for

more than 51 per cent of total world tyre sales, the report

says. John Griffiths
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Ashanti’s GSM bid under threat
By Nikki Tait in Sydney

A 26 per cent fall in the
share price of Ashanti Gold-
fields in the past four
months has led most direc-

tors of Golden Shamrock
Mines, the Australian gold-

miner for which that
Ashanti is bidding, to
abstain from rgcnmrnpnriing

,

or opposing, the takeover
plan.

GSM yestrday noted that
the price of shares in

Ashanti - the Ghana-based
mining company in which
Lonrho of the UK has a 37
per cent stake - had tum-
bled from USS24J17 when the
deal was announced In mid-
April to US$18 at the end of

last week.

“In these circumstances,
seven of the eight directors

of GSN do not wish to give a
recommendation to share-
holders either in favour of or
against the share scheme.” it

said- The directors added
that they had not yet
decided how to vote their
own holdings, although
these are not large. An
eighth director said a recom-
mendation should be made
and on balance was in
favour of acceptance.

Yesterday’s statement con-
trasts with the supportive
stance taken when the
share-swap deal was first

announced- Then, the take-

over was worth about
US$290m - compared with
about US$265m now.

Mr Jim Askew. GSM’s
managing director, said
there had been attempts on
GSM’s part to get the deal
restructured, but these had
proved unsuccessful
The seven directors

acknowledged that the
Ashanti bid price for GSM
shares still exceeded the his-

torical market price for
GSM. but added that the
“premium offered to share-
holders is at the bottom of
the range which would be
expected in a change of con-

trol".

“Whilst the directors also
acknowledge that the mar-
ket price of GSM shares may
fell in tbe short-term if the
share scheme is not
approved, the directors

believe that, in the medium
to long term, the GSM share
price is likely to increase as
a result of the anticipated
financing and development
of the ‘Siguiri 1’ project and
the expansion of existing
mining operations", they
said.

GSM is based in Australia
and listed there, but its main
attraction to Ashanti lies in

its west African interests -
notably a 70 per cent interest

in the Iduapriem goldmine
near Tarkwa in Ghana, and
a 70 per cent stake in the
Siguiri open-pit gold project,

also in Ghana (with an
option to increase this).

GSM shares closed
unchanged at AS1.02.
Lex. Page 12

Pepsi offered Venezuela foothold
By Ray CoOtt
In Caracas

Three days after HU de
Venezuela, the Venezuelan
soft drink bottler, abandoned
its 30-year alliance with
Pepsi-Cola to launch a joint-

venture with rival Coca-
Cola, it has offered to sell

part of its facilities so that
Pepsi-Cola can resume
operations.

Hit de Venezuela’s owner,
the Cisneros Group, has
placed six of its 18 produc-
tion plants, two to three
weeks of inventory, lorries

and other assets in a trust

fund with a local bank with
the option for Pepsi-Cola or a
designated operator to imme-

diately lease the assets.

After an extendible one-
month lease, the assets
would be sold, the company
said.

Mrs Violy McCausland.
consultant to the Cisneros
Group and one of tbe archi-

tects behind the deal, said
both the lease and purchase
price were “below what bot-

tlers elsewhere go for".

The idea, she said, “is that
Venezuelan consumers will

continue to have tbe option

of purchasing Pepsi-Cola
products". Several compa-
nies had already shown
interest in buying the assets,

she said, and working with
Pepsi-Cola.
Pepsj-Coln has said It will

take legal action in response
to the surprise move by the
Cisneros Group, announced
last Friday.
At the weekend. Hit de

Venezuela frantically began
refurbishing production and
distribution facilities.
Coca-Cola sent several cargo
aircraft with essential sup-
plies. including bottles and
bottle caps, to get operations
under way. But it will be
some time before company
banners, logos and other
advertisements throughout
the country are replaced.
“The talks were held so

confidentially that we had
little time to prepare promot-
ional activities.” Coca-Cola
said.

Most Venezuelans, includ-

ing countless small retailers
in remote areas of the coun-
try, remained unaware of
the shake-up in the soft
drink industry.

“The supply truck won't
come for another couple of
days and they haven't told
us of any change," said one
shop owner in the beach
resort of Mochima, which
like most towns in Vene-
zuela is dominated by Pepsi
Cola advertisements and
products.
As of last Saturday the

production 'of Pepsi Cola
products was halted and sup-
plies could be endangered as
stocks throughout the coun-
try dwindle.

Citizens offered SingTel shares deal
By James Kynge
hi Kuala Lumpur

The Singapore government
is to offer all Singaporean
adults cut-price shares in

Singapore Telecommunica-
tions (SingTel), the city-

state’s largest company,
when a second tranche of
the stock is put up for sale.

Mr Goh Chok Tong, prime
minister, said that 500 Sing-

Tel shares would be offered

to each citizen aged 21 and
above, at S$2£0 each. The
company's share price closed

at SS3J12 yesterday.

Individuals in the coun-
try's armed forces are to be
offered an extra 200 shares if

they are on active duty and
100 if they are not perform-
ing an active role. This was
meant as a token of the city-

state’s esteem for their work.
Mr Goh did not say when

the share offer will open or
close. More details will be
announced today.

Nearly 90 per cent of Sing-

Tel’s lSbn shares are held by
the government’s Temasek
Holdings. Mr Goh said the
issue may cost the govern-
ment S$2bn (US$1-4bn),
depending on how many peo-
ple exercise their right to
buy the shares. Analysts
said the number of shares
offered could be about 2bn.
“Bach citizen who buys

the shares will be getting a
subsidy of between S$l,100

and SSl.600." Mr Goh said.

Singapore is expected to
announce national elections

shortly, which Mr Gob’s Peo-

ple’s Action Party is expec-
ted to win. Singapore has
long said that it wants to

create a shareholding society

in which people feel they
have a stake in tbe country's

future.

The government aims to

ensure that people hold the

SingTel shares they buy.
with a scheme under which
investors will be given one
loyalty share for every 10

they still own after one. two.

four and six years.
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COMPANIES AND FINANCE: EUROPE

Mannesinanii cautious despite 28% rise
By Michael Lindemann
in Bonn

Mannesmanc. the German
mobile phone to tanka con-
glomerate, yesterday
reported interim net profits
up 28 per cent at DMisom
($120.5m). However, it
warned that full-year operat-
ing profits would be only
“slightly" better than the
DM91lm reported last year.
The higher profits were

attributed to strength in the
telecoms and automotive
technology divisions. This
offset losses in the engineer-
ing and plant businesses.

blamed partly on difficulties
in the manufacture of a US
steel plant. However, the
Dtlsseldorf-based group said
it expected the engineering
and plant division, its big-
gest, to report a profit for
the full year.

In spite of the cautious
outlook for the second half,
which had been expected to
be good for German engi-
neering companies, analysts
said the half-year results
were ahead of forecasts and
were “comforting". Mannes-
mann’s shares rose DMl.10
to close at DM536.10.
Maxmesmann said it expec-

ted capital investments in a

number of engineering sec-

tors to stabilise. It said there
would be further profits

growth from its rapidly
expanding telecoms activi-

ties built around the D2
mobile phone network.
New orders rose 4 per cent

to DMl&4bn compared with
the year-ago period. The
strongest performance was
from Krauss-Maffej, the
Munich-based tank maker,
which reported a 62 per cent
jump in new orders after
booking a DM500m contract
for the modernisation of
Gepard anti-aircraft tanks

andused by the German
Dutch armed forces.

Sales, however, rose just 2
per cent. Mannesman!!
blamed this on “a still gener-
ally weak economic environ-

ment". as with virtually all

of Mannesmann's results in
the last two years, the stron-

gest sales came from tele-

coms activities, where turn-
over rose 57 per cent in the
latest period. Sales at the
Demag engineering subsid-
iary fell 30 per cent.

Mannesmann recently
fought off bids from several
of Germany’s leading compa-
nies to secure a 49.8 per cent

bid in DBKom. tbe telecoms
subsidiary of the Deutsche
Bahn railway network. This
has left it well-placed to

compete with Deutsche Tele-

kom, the state-owned tele-

coms group.
Mr Michael Hagmann,

engineering analyst at UBS.
said the sum of Mannes-
mann's parts suggested the
share price should be about
DM630. “However, uncer-
tainty related to the costs
regarding its telecoms aspi-

rations and uncertainty
related to Demag are holding
the share price back," he
said.

Dieter fined DMlm after Rexroth probe
Mr Werner Dieter, Mannesmann’s
chief executive until July 1994,
faces a fine of DMlm ($600,0001 for
forcing Rexroth, a Mannesmann
subsidiary, to buy at inflated prices
from Hydac, a company controlled
by Mr Dieter and his family, writes
Michael Lindemann.
The public prosecutor in Dussel-

dorf, who has been investigating the

case since July 1994, recommended
the fine because it would take at
least another two years to go
through the 5,000 files concerning
the relationship between the two
companies.
A spokesman for the prosecutor

said investigations to date showed
that Rexroth, a specialist in hydrau-
lic machinery, had suffered a loss of

DM253,000. “If we pursued the
investigations further we thinir we
would come up with a considerably
higher figure, which Is why we are
proposing this one-off payment," he
said.

Mr Dieter resigned from Mannes-
mann’s non-executive supervisory
board in February 1995. He has
until the end thin month to accept

the deal. If Mr Dieter refuses, the
prosecutor will bring a charge of

fraud.
Mannesmann declined to say

whether Rexroth was still buying
supplies from Hydac. It said the
relationship between the two com-
panies “had developed over many
years and was not something that
could be broken off overnight".

Preussag to
cut 800 jobs
in shake-up
By Sarah AHhaus
in Frankfurt

Preussag. the diversified
German industrial group,
plans to shed about 800 jobs
in a restructuring at its

plant engineering division
aimed at meeting tougher
competition and falling

domestic demand.
As part of the shake-up,

Preussag will withdraw from
its automated transportation
systems business and seek
partners to take over the
unit's plants in Hamburg
and Stuttgart. The division,

comprising mainly Preussag
Wasser und Rnhrtectonik and
Preussag Noell. had total

sales of more than DM3bn
($2bni in the year ended Sep-
tember 30 1995 and a work-
force of about 13,000.

Preussag said the mea-
sures were necessitated by
structural changes in the
sector.The advent of suppli-

ers from., developing coun-
tries was also to blame, it

said.

The group plans to concen-
trate on its core activi-

ties-Group net profit totalled

DM349m last year, on sales

of DM26.4bn.

NCC sees signs

of recovery in

building sector
By Hugh Camegy
In Stockholm

NCC. the Swedish
construction group, yester-

day reported an upturn in

profits in the first six
months of tbe year. How-
ever. it continued to be held
back by a recession in Swed-
ish bouse building that has
lasted five years.

Pre-tax profits rose from
just SKrl89m in the same
period last year to SKx3bn
($451.8m). Sales, meanwhile,
jumped from SKr7.9bn to
SExl0.7bn. attributable in

part to acquisitions by NCC
in Finland and Norway to

strengthen its position in the
region.

Profits, however, were
boosted by a sharp reduction

in losses. This came mainly
from the Silja Line ferry
company, in which NCC has
a 33 per cent share, which
reduced charges to NCC
from SKrl59m last year to

SKrSSm.
Nevertheless Mr Jan

Sjoqvist. NCC chief execu-
tive, said he expected the
group's core construction
operations to produce better
results over the full year
than in 1995. He left

unchanged a forecast that
group net profit for the full

year would be ahead of last

year’s SKr227m.
Mr SjOqvist said housing

starts in Sweden remained
at historically low levels,

after tumbling over the past
five years to less than 12,000

a year, the lowest point this

century and far below levels

of about 70,000 a year in the

late 1980s.

Sweden's housing starts

are half the number for Fin-

land, which has half the pop-
ulation ofSweden and which
itself has suffered a steep
construction recession.

NCC's total order intake in

Sweden In the first six

months fell from SKrS-5bn to
SKr6,lbn. But Mr SjOqvist

said there were signs of an
upturn - albeit a slow one.

“I think we have seen the

Jan fflfiqvist: “I think we have seen the worst'

worst, but it is a very slow
recovery so for. I don’t antic-

ipate any dramatic upturn
this year, but 1 am more
optimistic looking ahead to

the next two to three years,"

he said.

A crash in property prices

and a period of deep general

recession, high interest rates

and severe government
spending cuts have com-
bined to depress house
building in Sweden. The
slack was taken up to some
extent by relatively high
levels of road and infrastruc-

ture spending. A recent low-

ering of interest rates should
give the housing market a

lift

“We are already seeing a
much better housing market
in the big cities. They are
leading the sector and we
are seeing the first signs of
recovery," Mr SjOqvist said.

BG Bank at

DKr821m
in first half

of operation
By Andrew Arnold
in Copenhagen

Denmark's BG Bank, formed
this year by the merger of

Bikuben bank and the Post

Office's GiroBank. yesterday
posted “satisfactory'"’ pre-tax
profits of DKrSHlm »S1422m)
in its first six months.
Tbe result compares with

the banks' combined Lotal of
DKr73Sm in the first half
Of 1995.

Operating profit, excluding
security valuations and
extraordinary items, rose
from DKraOtim to DKrTTl’m.
The improvement was attri-

buted 10 an increase in fee

and interest income, profits

on currency and security
trading and cost reductions.

Provisions for bad debts fell

by DKrTam to DKr297m.
“and they will continue to

fall", said Mr Henrik Thufa-
soo. BG chief executive.

The bank plans to increase
its DKr2.66bn nominal share
capital by 10 per cent in the
autumn, to finance a
customer recruitment drive.

BG’s net interest and fee

Income rose 2 per cent from
DKr2.97bn last time to
DKr3.04bn.
Mr Thufason said that an

improving domestic econ-
omy bad helped demand for

loans and savings from
private households, although
modest corporate growth
and falling interest rate
margins held back profits.

The shares rose- DKr6 to

close at DKr2Q0.
Staff numbers have been

cut by 624 since the merger
was announced in 1995. This
had helped cut costs by
DKr92m. to DKr2.16bn.
Under a link-up. BG sells

the products of insurance
company Topdanmark and
mortgage concern Nykredlt
through its 269 branches.
Topdanmark and Nykredit
do not sell BG products, but
will do in future.

The merger between Biku-

ben, Denmark’s third-largest

bank, and the partially state-

owned GiroBank took effect

on January 1.

NEWS DIGEST

Kinnevik weaker
at halfway stage
Kinnevik, the Swedish conglomerate, blamed weakness 1:1

the domestic economy Torn pre-tax profit fall from
SKr-ltSum to SKrGKhn iS.77.5mi in the half year to June 30.

in spite of a 6 per cent rise in revenues to SKra.Itim.
Koersnaes. the forestry division, reported first-half

operating profit uf SKr429m. down from SKrTIlm a year
earlier, on revenues of SKrLi.Glbu. down from SKrJ.tfibn.
Over the last few months there has been some

improvement in the group's markets, with increased
demand and conditions fur more favourable pravs in

place. Kinnevik said. Modem Times Group, the media
division, incurred an operating loss of SKrl-U!m. compared
with a deficit of SKrKMm a year earlier. Sales were
SKrl.STbn. up from SKrl.olbn. The television advertising

market m Sweden fell 1 percent in the first half of lfW.
compared with growth of 5 per cent a year earlier. MTG
lias begun a cost-cutting programme anti is working on
improving profitability, it stud. Restructuring plans
include cutting staff by ikw.

Kinnevik's investment unit showed xah-s of SKrTOUm.
up from SK r758m a year earlier, and an operating loss uf
SKrlrn. compared with a profit «f SKnvIm.

Ni'uiir. StM'ri/iolm

SMH upbeat for year
SMH. Switzerland's biggest producer of watches, lifted

first-half revenues 7 p*-r cent and says overall profits are
"substantially better" than last year. SMH. w hirs*- Swatch
brand was official time-keeper for the recent Olympic
games in Atlanta, does nut reletise half-year results.

However. Mr Nicolas Hayek. chairman, said un.iivsts'

forecasts of IS per cent growth in full-year profits were
"serious".

Some analysts had been exp* -cling that the publicity uf

the Atlanta Olympics might fuel fiisier sales growth.
However, the strength of tin* Swiss currency has hurt
SMH's performance. Mr Robin Soyduux. analyst with
Credit Suisse, said yesterday his ftinfast of 19 per cent
growth in full-year net income, to SFr325m. was
unchanged. SMH's registered shares, which Ivivu risen JO
per cent this year, fell SFrl.50 to SFrltai yesterday.

H'iificn? Hall. Zuncf:

Veba confirms NY listing plan
Veba. the German industrial conglomerate, will seek a
Wall Street listing when it next raises capital, according
to Mr Ulrich Hartmann, chief executive. In an interview
with Handelsbiatt. the German business newspaper, he
said the company had no immediate need for new equity.

However, a spokeswoman yesterday confirmed that "all

preparations are in progress" for a New York share
listing. Veba plans to increase its foreign sales to 50 per
cent of turnover by 2000. from about 30 per cent now.

Peter Norman. Bonn

More aboard Air France
Groupe Air France said passenger traffic in the second
quarter to June rose 19 per cent from a year earlier, while
revenues per passenger kilometre fell 11 per cent. Sales
rose 6 per cent in tbe second quarter, and seat capacity-

rose 9 per cent. AFX, Paris

Brewers thirsty for Romania
International groups are seeking to establish dominant position

I
nternational brewing
groups’ thirst for expan-

sion in east Europe is

leading them to stake out a

growing presence in
Romania, a market still

regarded as too risky by
many other industries.

Interbrew of Belgium, Ger-

many's Brau und Bruxmen,

and South African Breweries

have taken the lead, but
investment bankers in Buc-
harest are confident that

more deals are imminent.

Carlsberg of Denmark and

Efes. Turkey’s leading
brewer, are also joining the

race, but have chosen to

develop new breweries on
greenfield sites rather than

to acquire existing outdated

capacity -

The brewers are attracting

increasing financial support.

The European Bank for

Reconstruction and Develop-

ment is to sign a deal shortly

to provide a 343m loan for

the CarIsberg project- Signif-

icantly. the EBRD also

expects to syndicate up to

$24m of the loan to a com-

mercial bank in western

Europe, and it is keen to

back more brewery ventures.

Carlsberg is taking a 20

per cent stake in the ven-

ture, with the Danish state

Investment Fund for Central

and Eastern Europe taking a

further 10 per cent. The driv-

ing force behind the project

is a group of Israeli interests

led by Central Bottling Com-

pany. Carisberg's partner in

Israel, which will hold close

to 60 per cent.

About $55m is to be

Invested in a brewery on the

outskirts of Bucharest with

capacity of 500,000 hecto-

litres a year. Construction is

to begin by the end of
_

the

year, with production,

mainly under the Tuborg

brand, due to start in about

two years.

The most ambitious brew-

ery project in Romania is

being planned by Efes, a sub-

sidiary or Turkey's Anadolu

group.
It has leased land at

Ploiesti. an industrial city

north of Bucharest, and is

planning to invest more than

sgom in the first phase to

create capacity for 750,000 to

SOO.OOO hectolitres a year.
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Mr Ilker Keremoglu, chief

executive of Efes beverages

group, said building permis-

sion had been granted
recently, and construction

was scheduled to begin by

the end of the year with pro-

duction starting two years

later.

Efes had also drawn up
plans, he said, to spend a

further $60m-$80m in a sec-

ond stage to expand produc-

tion to as much as 3m hecto-

litres.

This would create one of

the biggest breweries in the

region, which could also

become an export centre for

other markets in central and

eastern Europe.

Before the arrival of the

big International groups, the

Romanian brewery industry

was highly fragmented, with

about 40 small, regional pro-

ducers. Development of

national brands was
hampered by poor product
quality and inadequate dis-

tribution.

That picture is changing

rapidly, however, as the

international brewers
engage in an intensifying

contest to establish a domi-

nant position in the Roma-

nian market The push into

Romania also forms part of a

wider strategy for expanding

throughout central Europe.

In Romania, an early move
to local production has been

encouraged by prohibitively

High import tariffs on both

beer and raw materials,

although brewers still face

serious seasonal problems in

gaining sufficient local

supplies of barley and malt.

The pioneers in Romania
are Lnterbrew, the family-

owned Belgian group and
producer of Stella Artois,
which includes Labatt of

Canada; Brau und Brunnen,
tbe leading German brewery
group; and South African
Breweries.
Interbrew entered central

Europe in late 1991, in Hun-
gary, and has since made
acquisitions in Croatia and
Bulgaria. In Romania, it

holds majority stakes In two
breweries: in Blaj, central

Romania, and in Baia Mare
in the north.
Both are being expanded

to give lnterbrew overall

capacity of close to lm
hectolitres a year, two
nationwide brands - Bergen-
bier and HopfenkOnig - and
a market share of about 10

per cent, although it has
already set a target of 20 per

cent.

T he foreign brewers
are rapidly expand-
ing, helped by the

introduction of modern tech-

nology, greatly improved
product quality and invest-

ment in national marketing,

sales and distribution.

“The big problem earlier

was the variable product
quality," says Mr Gfirard

Fauchey. lnterbrew external

affairs director. “The maxi-

mum shelf life was only
about 7 days, because they

did not pasteurise the prod-

uct- The small, local brewers
could not distribute nation-

ally because of the short
shelf life."

The Romanian beer mar-

ket is estimated at between
9m and 10m hectolitres a

year, with a per capita
consumption of 45 litres a

year, compared with 140 lit-

res in Germany. 39 litres

in France and 103 litres In

the UK.
Competition is growing

rapidly. Brau und Brunnen
is currently the largest for-

eign brewer in Romania. In
the past year it has acquired
a 75 per cent stake in the
Pitber brewery in Pitesti,

about 110km west of Buchar-
est. Its first significant move
was the acquisition of a
stake in the Ursus brewery
in CIuj-Napoca. north-west
Romania, in 1992, where it

now has a stake of more
than 60 per cent It is devel-

oping Ursus as its national

brand.
The Pitesti brewery is

being modernised, with
plant and equipment from
the group’s closed Elbschloss
production site in Hamburg
being transported to

Romania for re-assembly in

Pitesti.

The most recent arrival is

South African Breweries,
which is adding Romania to

operations in Hungary and
Poland. Earlier this year it

purchased a 70 per cent

stake in the Vulturu!
brewery in Buzau, north-east

of Bucharest, which has
capacity of 500,000 hecto-
litres.

It Is investing about Ji8m
during the next five years,

with 310m to be spent on the

modernisation of the brew-
ing facilities, as well as pack-

aging, distribution and
marketing.

Creditanstalt, the Austrian
bank which is advising the
Romanian State Ownership
Fund on the sale of control-

ling stakes in several compa-
nies, including breweries,
believes there are still

attractive investment oppor-
tunities in the sector.

There will be a restructur-
ing of the brewing sector
“and those breweries which
either have no critical mass,
poor quality beer products or
no cost advantage will be
driven out of the market”, it

says.

Kevin Done

This announcement constitutes neither an offer to sell nor a solicitation ofan offer to buy these

securities. Tbe offering is made only by tbe Prospectus Supplement and tbe related Prospectus, copies

ofwhich may be obtainedin any Statefrom such oftbe undersigned and others as may laufsdfy offer

these securities in stub State.
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MIDLAND
Member HSBC Group

Midland Bank pic
8,000,000 American Depositary Share Units, Scries D

Each Consisting of

One American Depositary Share. Series D1 One American Depositary Share, Series D2
—and—

Representing Representing
One Non-cumulative Dollar-denominated One Non-cumularive Dollar-denominated

Preference Share, Series D1 Preference Share. Series D2
(Nominal value of S.01) (Nominal value of 5.01)

Price $25 per Series D ADS Unit
(Plus accrued dividends, if any. from July 24. 1996)

Smith Barney Inc.

Dean Witter Reynolds Inc

Goldman, Sachs & Co.

HSBC Securities, Inc.

Lehman Brothers

Merrill Lynch & Co.

PaineWebber Incorporated

Prudential Securities Incorporated

Bear, Steams & Co. Inc.

AG. Edwards & Sons, Inc.

Oppenheimer & Co„ Inc

Schroder Wertheim & Co.

Alex. Brown & Sons
Incorporated

Everen Securities, Inc.

Donaldson, Lufkin & Jenretce
Securities Corporanon

Morgan Stanley & Co.
Incorporated

Rauscher Pierce Refsnes, Inc Salomon Brothers Inc

Advest, Inc. J. C. Bradford & Co.

JW Charles Securities, Inc Commerzbank Capital Markets Corporation Cowen & Company

Craigie Incorporated Dain Bosworth Doft & Co., Inc Fahnestock & Co. Inc.
Incorporated

Gruncal & Co., Incorporated J. J. B. Hilliard,W L Lyons. Inc.

Janney Montgomery Scott Inc Kennedy, Cabot & Co.

McDonald & Company McGinn, Smith & Co., Inc Morgan Keegan & Company Inc.

The Ohio Company Piper Jaffray Inc. Principal Financial Securities, Inc

Raymond James & Associates, Inc. The Robinson-Humphrey Company, Inc Roney & Co.

US. Clearing Corp. Wheat First Butcher Singer

Interstate/Johnson Lane
Corporation

Legg Mason Wood Walker
Incorporated

Tucker Anthony
Incorporated
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NoticeofBondholders’ AdditionalOption to Redeem Boodi

Kafat to Revoke Notices ofRedemption

lb the Holden ofdie Company's

US. $56,000,000
3 ft per cent. Convertible Bonds due 2006

(die "Bonds*!
(Redeemable at the cation of she Bondholders in 1996 and 1998)

ha, pursuant loConJuwn 12(B)

wended meTtnraarajGnndlTCTiaaftig Boofc by a Su;ylqapualTnMt Deed dtitd IWiAuru*, 1996 and mnacd Into
Oymo Uooytiy aodtheTmKge.TheCtMuwtv and Trancehave ametvied it*?Terms and Con^lQoraot rlvc Bonds to:
(U provide foran additional pm option exercisafele on 4th Ctu'ber, 1999m: the price rrierTed to below plusaccrued initron

Jr' ^
nen° 7*f

t^la °* Ca^ Option to cxrend the period during which lr remains conditional upon tht dosing price at
<•“*Company; fad ado* (bora BaadhaUenwhohare exercised (heiruptton to redeem Bonds on 4ihOctabrc

1996 to remflit neb Qkkih. an or prior to 20th September. 1996 n the manner described IcLw; and (tv) allow the
*-*tnP«tT to'designate a pnehaaer to purchase such Bonds due ate being requested in he redeemed by the Bondholders
pumnnt to dsdropdoti to redeem Bonds.

7^* P**“* "bd» the 1999 J*a option «|0 be ootisKe will hr calculated by the Company tn ncontdance with the
“Wing formula;

P2-{1 * r)
l
K(pl *(Cs— >—

360

P2— 1999 Pot Price (temded up. Ifncecaatv. to the nearest three dectnul places).
PI “ 1996 Put Price {which equals 125 percent.).
C Full Coupon.
SCP- The luanbcx ofdays tram die 1996 Put Date (4th Ctaober. 199b) to the next locctesc Payment Cbtc.
SC- SheetCoupon to be pood on the 1999 Pur Dare (4th October. 1999).

r- (t + s) to be calculated on a 363 dan pet year basis as described in Rule 251.1 and Rule 803.1 ofdie Rules and
Recommendations ofthe international Securities Motier Association (o* arty suhstltute or successor thereof) and
espreued asa percentage.

- SpreadcfOL825percent.
y- Yield on the Reference 3 rear U^. Dollar LIBOR swap rare.

The Yield on die Reference 3 year US. Dollar LIBOR swap rate for the purposes of y above will be determined by Fust
Securities Ca^LoL. KDB Bank (UK) Limned and KEB International Lid. (together the “Co-Arrangers*), acting together,

anthefallowing barer
(a) The “YkhTwill he the offered 3 year U.S. DollarLIBOR wap tare which appealson thedisplay designated‘GOTOC*

an the Reuters monitor (or such other page service as may replace it for the purpose ofdisplaying die oticzcsi yieldson
aoefa Reference 3 year U.S. Dollar LIBOR swap rate) for die Ant quotation in die Reference 3 year U.S. DollarLIBOR
swap rate occurring on or after 10:00 a-m. (London umrlontheDctenmnanonDaie.

(b) “Denerminatkui Date* means 24th September. 1996.

The Company has abo agreed that once the Co-Arrangers have calculated the percentage ofprincipal immune at which
Bonds will be redeemedan 4eb October. 1999 in acoutdmce with the faramla see out in Condition 7(D) ofthe Bonds, die

Company will fpve notice ra Bondholders of such percentage in xconiaxe with Condition 14 of the Bondi as soon as

reasonably possible after 24th September, 1996 but tn any event, not latet than the fifth London Kaliitasday thereafter.

Bondholders whohave exercised theiroption to have Bonds redeemed on 4th October. 1996 and who wish to revoke such
exerciseanydoso bydeliveringwritten nottfieatton to the Paying Agent with whom the relevant nodccofredemption anl
sale was deposited atany timeno laserdun 5JOpm. (local tuneofdm citywhere the relevant fryingAgenr is located) (at

the place ofdiespecified office, asi« out below; ofdie relevant PayingAgent) on 20thSeptember, 1996.

The Company will be unable re redeem Bonds at Its option priorw lss January. 2000. unless dieQoaag Price ofthe Non-
vocmg Stares for each of 20consecutive tradingdays, the list of which occurs not mote than 30 days prior to die date upon
which notice of such redemption is published; (i) b gcacr than 140 pet cent, of die Cmtrenmn Mce In effect on uch
trading day, and (it) Is greater chan the 1999 ftit Price (as defined tn Condition 7(D)) multiplied by the Convcmon Price

in edect on such tradingday.

The Berm "Closing Price" for any day means the Lot selling price a; if no sale rakes place an such day. the dosing price as

repaved by die Korea Stock Exchange forsuch day or. ifthe Ncei-votmg Shares are not listed or admitted to trading an the

Korea Stock Exchange, the average ofthe dosrag hid and altered prices oftheNon-roting Shares for such dayosfurnished

by an itdepeninx memberhim of the Korea Stock Exchange selectedhm time to time by theCompany for die purpose

and approved by the Trustee. Ifthereshalloccuronevent giving nse toa change tn die Cberrenmn Price during any such 20
wwhwfl.ky [vrvvi, -•yr*

"Tl*< ‘*t‘* wlpuwiuwm fox the relevant Jays approved by the Trustee shall be made for the purpose of

calculating the ClosingPncc forsuchdays.The term"tradingday* means a day when the KoreaStock Exchange is open fox

business. If no price as afewsawi Is itpotted on the Korea Stock Exchange (or famished by a member firm as afbieraid) for

one cr moreconsccntive tradingdays,suchday or dayswillbedisregnded in the relevant calcubtlon and will be deemed not

tohaveoustedwhen ascertainingsuch 20 tradingday period.

Il is for Bondhalden to decide whether the 1999 ftit ftsce adcipraialy compensates them for Jedding not ro exercae their

option to require theCompany to redeem ok at the cyewn ert die Company; t» purchase all or some unly ofdie Bomb held

by themon the 1996 Put Dbteandfor the 1998 Put Date (asdefined tn theToms and Conditions ofthe Bonds).

(

All BondholdencontemplatinguWg*nv acnonuneipecrofthe mattetscoruahied Indusnotice shouldseek Independent
advice as to thetr tax position and, ifm anv doubt, should abo seek taJepeodent financial advice.

Notice balso hereby given, in accradancr withCondition 14 ofthe amendedTrost Deed, that die purchasers designated by

the Cbmpony,punumt toCorahnon 7(E) ofdie amended Terms and Conditions as referred oom din Notice, shall be each

of KDB Brck (UK) Limited, KEB International Limited and Best Securities Co.. Led, who will purchase the Bonds in

respect ofwhich a notice ofredemption hasbeen presented at 1 25 per cent, ofthe principal amramr ofsuch Bonds together

with (merest accrued to thedare ofpurchase on the same basis as tfmch Bonds hal been redeemed by dieCompany.
Bondholders who bare any question* concerning the mantra refereed to ro this Notice should cootacr any of

!

MrH.XKreg ofRmt SecuritiesCo* InL, Mr ICS. 10mofKEB Intsioslhwl Hunted (regulated by the Securities and

Futures Authority) end Mr H-Y. Urn ofKDBBank (UK) Limited (tembted by the Securities and Futures Authority)

which ase representing the Company in connection with there matters. Mr H.T. Kang can -be contacted at

23-5, Yoido-dou*. Yesngdeangpo-ku, Seoul 1504)10. Tel: (822) 3772 7504. Fas (822) 3772 7519. Mr ICS. Khn
can be contacted « Gufldfaall Hook. 81-87 Gresham Street. London EC2V 7EB, TeL- (44) 171 796 3171.

ini (44) 171 796 3942 and Mr H.Y. Lim can be contacted at Plantation House, 31-35 Fenchiucfa Street;
LondonEC?M 3DX. Teh (44) 171 623 2960, Boo (44) 171 283 4593.

Copiesofthe Fust Supplemental Trow DeedMuch implements the above amendmen tsare available at die specified offices

ofeach of die Paying Agentsset out belaur.

Piping Agents

Bankers TnntCompany Bonken Trust Luxembourg S.A. Swiss Bank Corporation

I AppoidStreet RO. Box 807 1 Acscbenvoniadt
Biuadgare 14 Boulevatd F.D. Roosevelt CH-4002 Basle

LondonEC2A 2HE L-2450 Luxembourg Switzerland

20th August. 1996 Issued by: Hanwha Chemical Corporation
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Threat to block Refuge merger
^rMotoko Rich

A leading shareholder in

Refuge Group, the life

insurer which announced a
£1.46bn ($2.25bn) merger
with industry rival United
Friendly earlier this month,
is threatening to block the

deal. Perpetual, a fund man-
agement group which holds
just over 7 per cent of Ref-

uge, said it believed the deal

might disadvantage Refuge
shareholders. Mr Neil Wood-
ford, senior investment man-
ager at Perpetual, said: “I

am seriously considering

voting against the merger.’'

Mr Woodford, who will

meet management and
advisers to both companies
tomorrow, added: “This deal

strikes me as having been
put together in haste and
with too little recognition of

the asset position of Refuge
shareholders."
Under the terms of the

deal. Refuge shareholders
would hold about 47 per cent

of the newly-formed United
Assurance. The deal would
create Britain's fourth larg-

est home services insurer
and manage combined assets

of £6.5bn- Home services

insurers sell through agents

who visit customers' homes.
Perpetual's doubts about

the toms of the deal, first

revealed yesterday by the
t^"" Financial News, con-

cern actuarial calculations

about the "embedded value"
- measuring past, current
and probable future profits

on life and pension products
- of both companies.

Mr Woodford said Perpet-

ual disputed the value Ref-
uge had put on its so-called

“orphan assets" - ownerless
assets which had accumu-

lated in life company bal-

ance sheets. It believed that

there might be further hid-'

den assets which could be
attributed to shareholders.

“There has been no recog-

nition in the merger terms
that the management could

extract value from that

orphan estate for the benefit

of Refuge’s shareholders,”
Mr Woodford said.

Refuge’s advisers said, that

life companies which wished
to. release these orphan
assets to shareholders had
first to obtain permission
from the Department of

Trade & Industry. The DTI

has allowed Refuge to attri-

bute only some of its assets

to shareholders.

Sir Laurie Magnus of

Phoenix Securities, advisere

to Refuge, said: “The roles of

the Takeover Panel require

anything material to share-

holders be disclosed when
considering a merger, and

clearly if there was anything

material here it would have

been disclosed."

Refuge’s shares closed up

13p at S84p yesterday, and

United Friendly shares lost

lOp to close at 764p.

Kepit fight hots up as deadline passes
By Roger Taylor

The biggest contest in years
among investment trust
managers kicked off in ear-

nest at noon yesterday when
the deadline passed for those
wanting to take on the
£500m Kleinwort European
Privatisation Investment
Trust
Kepit is the subject of a

hostile bid fi-om TR Euro-
pean Growth, the rival
investment trust managed
by Henderson Touche Rem-
nant. Treg proposed liquidat-

ing Kepit and returning cash
to shareholders, after first

deducting its fee.

Kepit responded by Invit-

ing better offers.

By yesterday's deadline, 10
companies bad put them-
selves forward, including
Treg, Morgan Grenfell, Fidel-

ity, Fleming. Guinness
Flight and Kleinwort Ben-
son, the existing manager.
Competition will be

intense. Opportunities to

take on a fund of this size

are rare and few companies
will have not thought about

malrirrg an Offer.

The winning entry will

have to meet two conditions:
it must give shareholders a
better cash offer than the
Treg bid; and it must pro-
vide a credible Investment
fond for those shareholders
who wish to remain.
Kleinwort Benson has pro-

posed converting Kepit into
a unit trust. It claims it can
make a better cash offer
thaw any other manager
since it has the lowest fees

to third parties. Anyone else
tnVinp on the fund would

have to pay the £3m-£4m ter-

mination fee for ending
Kleinwort’s management
contract.
Morgan Grenfell plans to

broaden Kepit's investment
criteria and restructure the
fund to allow shareholders a
cash option.

Fleming and Fidelity con-
firmed they had put in
offers. Guinness Flight is

thought to have proposed a
full bid.

Kepit said the remaining
offers ranged from those
who simply wanted to take

on the management of the

fond to foil bids.

Merrill Lynch, advising
Kepit's independent direc-

tors, hopes to come back
with a recommendation in

the next two weeks.
Mercury Asset Manage-

ment, which runs the rival

Mercury European Privatisa-

tion Trust, was noticeable by
its absence. It cannot justify

bidding for Kepit while its

shares are at a discount of

about 16 per cent and while

it is in'the middle of an £86m
share buy-back.

Argos up 45% and plans

stores in Netherlands
By Chris Brown-Humes

Argos, the catalogue retailer,

yesterday reported a better-

Lhan-expected 45 per cent
rise in interim pre-tax profits

and announced its first

expansion in continental
Europe.

Pre-tax profits rose from
£22.8m to £3l.8m. comfort-
ably beating analysts’ fore-

casts of £28m and prompting
a round of upgrades for the
full year. The shares rose
I4p to 757p.

Analysts said sales
momentum bad picked up
since Argos's May annual
meeting and the second half
had started well. “These are
fantastic figures." said Mr
Nick Bubb, analyst at Mees
Pierson, as he lifted his foil-

year forecast from £i40m to
£152hl
The result was driven by

11.1 per cent underlying
sales growth, up from 9 per
cent in May.
Mr Mike Smith, chief exec-

utive. said higher consumer
spending bad lifted Argos
but low prices had been the
main factor. Despite this
emphasis, the gross margin
rose 0.4 percentage points.

Sales rose 1&2 per cent to

£56im and operating profits

jumped 63 per cent to
£25.5m. The dividend rises

32£ per cent to 5-3p.

Argos said it would launch
Its first stores in the Nether-
lands in 1996 and hoped to

have more than 70 there. It

said the Dutch were familiar

with catalogue retailing and
there was no immediate
intention to expand into
other continental European
markets.
Argos said second-half

sales were in line with first-

half levels. But it warned
that higher costs might slow
the rate of profits growth
and predicted a flat gross
margin. It highlighted
increased catalogue and
marketing costs and said its

interest income would be

lower after the £127m special

dividend earlier this year.

Argos wants to its

core chain from 390 outlets
to 600, while developing two
new concepts. Call and Col-

lect and the First Stop dis-

count chain

“UK retailing will polarise

towards high-margin, high-
service outlets and low-
margin. high-volume ones,"
said Mr Smith. The group is

keen to make an acquisition

in one of four areas - jewel-

lery, toys, consumer elec-

tronics and houseware - but
no talks are under way.
Argos said the emphasis

on low prices would remain,
despite higher consumer
spending. Sir Richard Lloyd,
chairman, said: “If we are
right that the consumer is

going to get more and more
choosy about value for
money, then there Is less

reason to expect price infla-

tion in retailing. We are
determined to go the other
way."

Four investors

quit Monument
in reconstruction
By Robert Corzine

Costain scales down
price of US coal side
By Jane Martinson

Costain has scaled back the
price of its US coal business
during talks with possible
buyers believed to include
two US energy groups.

The UK construction
group had expected the coal

interests to fetch about
£50xxl But. following UK con-
glomerate Lonrho’s disap-
pointing withdrawal from
talks last month, sources
close the company said yes-

terday that this figure was a
“bit toppy".
As a result, Costain “went

back to the drawing board"
and approached those buyers
who had been outbid.

Mapco. a US energy group,
and Zeigler Coal Holdings, a
mining concern, are believed

to have been on a shortlist of

three during negotiations.
Costain said yesterday

that it wanted to sell the
coal business and the
“sooner it can be done the
better”.

Lonrho’s surprise with-
drawal was revealed after

Costain shareholders had
approved a £73.6m refinanc-

ing package which gave

India, a Malaysian construc-
tion company, a 40 per cent
stake in the group.
The rescue deal had been

opposed by Kharafl. one of
its two biggest shareholders.
As well taking up Its rights

during the refinancing issue
the Kuwaiti group has
increased its stake from 19

to 25 per cent.

The package and a dis-

posal programme was
designed to transform the
finances of Costain. At the
end of last year it had net
debt of £76m and negative
shareholders' funds of £29m.

Four institutional investors
in Monument Oil & Gas
elected to sell their holdings
in the company during a cor-

porate reconstruction and
return of shareholder capital

completed yesterday.

The oil explorer
announced that it will

return £33^m to sharehold-

ers out of a possible £50m
offered under a reconstruc-
tion scheme announced ear-

lier this year.
• The pay-out amounts to
7.5p for each existing share.
Shareholders were also
given the choice of effec-

tively selling their stakes by
opting for more «iKh as long
the £50m limit was not
breached.
The four departing inves-

tors account for about a
third of the £3Sm.
The majority of investors,

however, including Mr Tony
Craven Walker, the chief
executive, elected to convert
the cash into shares. Monu-
ment's biggest shareholder,
the Belgian group Electraf-
inn. increased its holding to
24JJ2 per cent.

Mr Craven Walker said he
was “not disappointed" at
the results of the reconstruc-
tion.

He also noted that the
departure of four institu-
tions had a positive effect by
eliminating any overhang of
sellers in the company.
The £l6m that will not be

returned to investors will be
available for use in Monu-
ment's growing list of explo-
ration projects.

The share price dosed 5Vip
down at 56ftp. Analysts said
the price fall was expected
because the capital repay-
ment had a similar effect

Blaine prtearejaHvtt
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to the shares going ex-
dividend.
The capital return was

made possible by Monu-
ment’s involvement in the
large Liverpool Bay natural

gas and oil development.
Although the project has run
into teething problems this
year, it will be generating
substantial amounts of cash
for the company.
Mr Craven Walker has

long maintained that oil

explorers that succeed in
finding and developing large
reserves should give share-
holders the option of unlock-
ing the value of their invest-

ments.
He said the capital return

was a way of saying to
shareholders: . “Would you
like us to go do it again?"
The chief executive added

that the company would
look at “another big buy-
back" in two or three years
time if the company’s explo-
ration efforts proved suc-
cessful.

Monument has beefed up
its exploration team over the
past year and plans to spend
£20m a year for such activi-

ties.

Chamberlain
Phipps
rescue fails
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More than 400 jobs could be
lost after a last-ditch effort

to save Chamberlain Phipps,
the UK footwear and materi-
als group, tailed to prevent
its creditors calling tn
administrative receivers.

Chamberlain is the sixth

foiled business venture to be
beaded by Mr Dan Sullivan,

a US investor who is also the
company's largest share-
holder, with a 25 per cent
stake.

Mr Sullivan was a director

of five of the companies and
the main investor in four of

them. He was the company’s
chairman and chief execu-
tive before corporate recov-

ery specialists were called in

two months ago.
Although Mr Sullivan is

understood not to have been
paid since that time his total

pay in the year to March
1995 had doubled to £601,000.

This included a performance-
related bonus of £293,000.

The group’s rescue plan
was prepared by Mr Archie
Coulson. a director of Pos-

tern, the corporate doctors,

who was called in after the

group bad breached its bank
covenants with debts of
£47.5m and gearing of 230

per cent

lnvestmant Trusts
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INTERNATIONAL PEOPLE
Hong Kong war
chest falls to Yip

Amy Yip
York-tak (left),

who Is to he the
first local resi-
dent to head the
reserves manage-
ment department
of the Hong
Kong Monetary
Authority, will

find herself responsible for one of
the world's biggest treasure chests
when she takes up her new the
post in October.
Hong Kong’s reserves topped

US$60bn at the end of June, and
are its main weapon in the event
of a.run on the Hong Kong aoiia,- _
a possibility anticipated by some
bankers in the run-up to. or in the
wake of, the handover of sover-
eignity to China next July. Yip
brings to - the. HKMa, the nearest
thing Hong Kong ba« to a central
bank, a blend of investment exper-
tise, and private sector experience.
She replaces John Nugee. who
returns to the Bank of i^'ginnA
after a four-year secondment
Yip has trodden the classic Hong

Kong path to success, completing

her schooling in the territory with
an overseas college education, i-fop

many of her peers in the iwnWng
industry, overseas .meant the US:
she received ha- MBA degree from
Harvard Business SchooL
She subsequently joined JP Mor-

gan, where she spent eight years
before moving to Rothschild Asset
Management in 1988. She went to
Citibank in 1991 as business man-
ager, and far the past six months
has served as planning director of
Citibank Private Bank, Asia
Pacific. Louise Tmcos

Sprint Spectrum
Andy Sukawaty, the chief execu-
tive of NTL, the British broadcast
and telecommunications services
company, is to take over next
month as chief executive of Sprint
Spectrum, a $4_2bn joint venture
between Sprint and three large
American cable and media compa-
nies - TCI, Comcast and Cox Com-
munications. its previous head,
Ronald LeMay, h*« returned to
Sprint as president and chief oper-
ating officer.

Sukawaty, who has been with
NTL since 1994, will be joining the
operation, based in Kansas City,
Missouri, as it builds a national

digital personal communications
network in the US.
Sukawaty is credited with devel-

oping a dear long-term strategy

for NTL, formerly an arm of the
UK’s Independent Broadcasting
Authority'. He previously spent 11

years In the mobile telephone busi-

ness with Mercury One 2 One, US
West and AT&T.
By leaving NTL now, he will

miss the excitement surrounding
the privatisation of the BBC trans-

mitter network, where his old
employer's bid faces stiff competi-
tion. But for Sukawaty, the oppor-

tunity to lead what he believes is

potentially the largest mobile
phone operator in the US “could
not be passed up”. Raymond
Snoddy

Polish insurance
Jan Monkiewlcz. the newly
appointed head of the state-owned
PZU. Poland’s largest insurer with
60 per cent market share, Is no
stranger to controversy, even
though his natural preference is to
stay to the background.
That will be difficult for the time

being. His appointment has
sparked the resignation of a major-
ity of the board, up in arms over

the dismissal of Roman Fulneczek.
his predecessor.

Monktewicz comes to the post
from the cabinet office, where he
was an influential adviser to Grze-
gorz Kolodko, the finance minister.

While there, the 47-year-old former
academic sought to push through a
controversial merger plan for state

banks, a move the banks fiercely

opposed.
Meanwhile. Pulneezek’s plans for

the privatisation of PZU - which
were to have seen a 25 per cent
stake sold to domestic investors
this year - have already been
delayed. Further tranches were
destined for employees and foreign

Investors in subsequent years.
Most important, perhaps, in this

latest move is that Monkiewlcz
himself showed little ardour for
transferring finundai institutions

from state control when advising
Kolodko. The delay in privatising
PZU may thus last a while longer.
Christopher Bobinski

ABB's man in China
Rolf Schaumarm, 53, a German, Is

moving to Beijing to head the fast-

growing Chinese operations of
ABB, the international electrical

engineering giant. Schaumaxm,

ABB’s global business manager -
medium voltage equipment,
replaces Howard Pierce, 55, an
American and former Westing-
house executive, who had been
running ABB’s China operations
since August 1994.

China is one of the fastest-grow-

ing parts of ABB, whose strategy is

to maintain its growth by transfer-
ring a growing proportion of its

traditional manufacturing busi-
ness out of Western Europe and
into low-cost countries. Its Chinese
business did not start to take off

until 1992; but under Pierce it has
more than doubled its local work-
force to 3,500, making it ABB's
third largest far eastern operation
after India anH Australia.

Pierce’s time running ABB
China was cut short by the
untimely death of Robert Donovan,
head of ABB Americas region.
Donovan was wi l ful in an air crash
in Croatia earlier this year, Pierce
replaced him, and was given a seat

on ABB’s group executive commit-
tee. East African-born Andrew
Eriksson. 50. who currently heads
ABB’s gas-insulated switchgear
business, replaces Schaumaxm as
global business manager of ABB's
Jdbn-a-year medium-voltage equip-
ment business. William Hall

ON THE MOVE

Ahmad Tajuddin Ali,

director general of Shim, a
government-owned research
institute, takes over as chief
executive of Malaysian
power,company TENAGA,
following a national power
blackout earlier this month.
Tun Haim Zainuddiu

economic adviser to the
government, said the
decision not to extend Am
Arope’s contract as the head
of the company was
unrelated to the August 3
national blackout.

Guxopei Yokoi. 55, who is

credited as head of

NINTENDO’S product
development team with
having given the world the
Game Boy hand-held video
game machine, has left the
company to work as an
independent consultant

Paul Andreassen has left

the board of ISS, the Danish
international services group
he founded; after the
company announced a
first-half loss ofDKr2.03 bn
($350m). Azidreassen ran ISS
for 34 years; he retired as
chairman in 1995 but
retaineda seat on the hoard.

Australian born Peter
Thompson, who has been
with PepsiCo since 1994,

rises to president and chief
operating officer of

-

PEPSI-COLA Company, the
$3.6bn-turaover worldwide
beverage division PepsiCo
Inc. In this newly created
position he will have
responsibility for the
company’s operations in
more than iso countries
outside the US and Cann/Ta

Thompson, who had an
earlier stint at PepsiCo in

the 1980s, previously spent
10 years with Grand
Metropolitan oftheUK.
Brenda Barnes continues as
president and chief

executive ofPepsi-Cola
Company, north America.
Gavin Whyte, a 25-year

veteran with FIRESTONE
New Zealand, becomes
export manager with a remit
to seek new export market
opportunities.

Berad Menzinger, former
Danzas chief executive, joins

the board of international
freight forwarder KUEHNB
&NAGEL
Kamaraftm Jaffarand

Cheang Kow join the board
of WING TEEK HOLDINGS
in Malaysia.
John Murtagh, formerly

with Scott Paper, has been
appointed to the new
position of chief
flriTniaigfrgttvp officer- at

SAMSONITE
CORPORATION.
Jean Pierre OoeDet has

been appointed chieflegal

officer for CANADIAN
NATIONAL RAILWAY, with
rail operating revenues of
CJWJbn.

Trevor Schultz is

resigning as chief operating
officer of PEGASUS GOLD,
the north American gold
mirdngr company. James
Geyer, vice-president of
operations, will take on
some additional
responsibilities.

Mohamad Shafie has been
appointed deputy chairman
OfBANK ISLAM
MALAYSIA.
Konrad Alt has resigned

as chief of staff at the US
office of the comptroller of
the currency, with effect

foam October 7. He becomes
senior vice-president for

corporate strategy planning

at WORLD SAVINGSAND
LOAN ASSOCIATION.
Norman Spector has been

appointed to the new
position of vice-president,

.

corporate affairs at Canada's
IMPERIAL TOBACCO. He
was previously chief of staff

to the Canadian prime
minister.

Ira Goldstein has been
appointed to the new
position of company Internet
technology officer for

HEWLETT-PACKARD.
Phillip Samper, former

chairman and chief
executive ofCray Research.

joins the board of SCITEX
CORP. He was previously
president and chief
executive of Sun
Microsystems, and has also
worked for Eastman Kodak.
Gus Kolias becomes

vice-president of global
customer strategy at

COMPAQ COMPUTER. In
this newly created position

he will handle the
company's largest global

'customers. Earl Thomas
Carothers succeeds him as
vice-president of customer
service.

AGCO, the agricultural
machinery maker, has

appointed three presidents

within its new divisional

structure. They are Allen
Ritchie - corporate finance;
John Shumejda - corporate
operations and technology;

and James Seaver - sales

and marketing.
Matthew Elderfield has

been appointed the

International Swaps and
Derivatives Association’s

(ISOA) first director of
European policy and
managw of its new London
office, with effect from
October 30.

Uwe Sommer has replaced
managing director Eckhard
Musahl atUNDT &
SPRUENGLI ofAachen,
which belongs to the Swiss
chocolate manufacturer.

Michael Gersie becomes
chief financial officer ofThe
PRINCIPAL FINANCIAL
GROUP.
John Auston has been

appointed president and
chief executive ofASHTON
MINING OF CANADA,
following David Hurburgh's
return to Australia earlier

this month to head up
Ashton Mining's business
development group.
MCA has appointed

Clifford Friedman as senior
vice-president of its

universal new media group,
with responsibility for

strategic planning and
development Friedman, who
joined MCA in February,
was previously with NBC.

Gerard Gerald has
resigned as chairman of
Compagnie Frangaise de
Navigation Rhenane, in
which the state has a 75 per
cent stake, and which began
to be privatised in July.

Senator Hubert Haenel
replaces former transport
minfqtOT- Louis Besson an the
board ofFrench national
railway operator SNCF.
Tim Cramznond, chairman

and former chief executive
cf BZW Australia, joins the
principal board of Australian

MUTUAL PROVIDENT
SOCIETY (AMP).

Robert Hersov has been
appointed chief executive of

Italian pay-television

operator TELEPIU. He will

continue to serve as an
executive director of
NetHold.
Mark Snell has been

appointed Chief financial

officer of DAMES & MOORE,
a professional services

company. He succeeds
Robert Perry, who will

resume his position as
executive vice-president,

corporate affairs.

Dave Richardson, 48,

becomes president of TEXAS
INSTRUMENTS in Europe.
He replaces John
Scarisbrick, who becomes
worldwide manager of TTs
applications specific

products business.
Adam Stranakhas

replaced Zdenek Chalupnik
as chairman of AERO
VODOCHODY, the troubled
Czech defence company,
which also has a new
five-member board of

directors.

International
appointments

' Please fax information
. teiien appointments

and retirements to

+44 171 873 3926, marked
for International People.

. Set fox to ‘phel. .

NOTICE OF EARLYBEDEMEHflBL
Tb the Holders of

COVENTRY BUILDING SOCIETY
(the ’Society')

£100,000,000 .

floating Rate Notes due 1997
(the Notes')

NOTICE ISHEREBY GIVEN duLparsajud to ConifiiioD 6(ii)

of the Notes, the Society trill redeem aflootsUmdmg Notes at their
' amount on September 20, 1996 (the ****--«-—•*-*

”)
'Redemption

Payments in respect of principal and interest an foe Notes will

be made against presentation and surrender of Notes and

United Kjngdom^y'tiMsfer to a ponutis^jfcrbn£ account

maintained Ky the payee with, or by a pounds sterfing cheque

drawn on a Town Clearing Branch of a bank in the City of

London.

Notes should be presented for payment together with aU

Bhaff become void and no payment shall be made in respect

thereof. Notes and Coupons will become void unless presented for

yment within periods of ten and five years, respectivety, from

e Relevant Date (as defined in Condition 7(n) oifoe Notes).

ofNew York

Pavia* Aneat

Morgan Guaranty Unset Comjmy
of New York

Avenue dea Arts 25

B-1040 Brussels

COVENTRY BUILDING SOCIETY
By: Moran Guaranty 'final Company ofNew Tort

SnZipoIPajLgAg** Dated; August 20, 1996

SEND USYOUR

_ OWN PAPERCLIP
- And while you ace at it please attach your

? . cheque to fund more Macmillan Nurses

in the fight against cancer.

(Did you know over one mflHon people

are livingwith it?)

Cheque,amount made out to ‘CRMF (FI)
^

Send to:

CRMF FREEPOST LONDON SW1 3BR
THi

Qfcltlacmillm+V appeal

Gance ReliefMacmillan Fund crisisto support

people with cancerand theirftuuHea.

Rc*d. Ctwriiy*!* 26I0I7

The Financial Times plans

to publish a Survey on

Finland
on Friday, October 20 .

The survey wlH focus on the economy, politics, foreign

relations and unemployment. On the commercial side, the

focus wW be on Banking, Industry, Forestry and Food and

Whotasamng.

With Its 10 print centres worldwide and aval&bHfty In 160

countries, it’s not surprising the FT has the highest

readership (4696) amongst the Chief Executives of Europe's

largest 2000 companies* and Is the favourite' amongst the

world's financial directors’ {readership of 72%) * *.

* CUaf Bxacmhm In Cuiop* Sonny 1395 •• WW Basic RawtotsMp Sunnj *335

Contact Representatives:

Felicia Kay In London on

+44 (O) 171 873 4199 or Ffex +44 (0) 171 873 3204

Bradley Johnson In Stockholm on

+46 8 791 2345 or Fax+44 8 791 7960

Or your usual Financial Times representative

FT Surveys

To the Holders of

SHEABSM LEHMAI CKO, IIC.

Series F, Class F-l Floating Rate Bonds
Dae February 20, 2018

Pursuant to the Indenture dated as of February 1, 1985
between Shearson Lehman CMO, Inc. as Issuer and

Texas Commerce Bank as Trustee, notice is hereby

given that foe interest, rate applicable to foe above

Bonds for foe interest period August 20. 1996 through

November 19, 1996 as determined in accordance

with the applicable provisions of the Indenture, is

6.125% per Annum- Amount of interest payable is

U.S. $15.4335630101 per U.S. $10,000 principal amount.

SHEARSOK LEHMAI CHO, INC.

NOTICE OF
REDEMPTION

Ifcesfa Del Monte Produce N.V.
h accordance with Article IS of
foe Article of Incorporation of
Fresh Dd Monte Produce N.V.

(foe “Company’"), the Board of!

bincBB itsohmd on August 15,

199$ to redeem all shareholding

rcjNMuiiuig 5% or less of the

nnMawfing capital of the

Company (foe "Majority Share*")

at their fiur market value (tbs

"Bedemptiao Price"). The
rwfrfruition shall occur ninety days
from tho date hereofin acoonbaoo
with Article 15 oftbe Aiticka. At
«ch time, the Redemption Pries

&aH be avaSafcte to the registered

bolder of the Minority Shares so
redeemed in such bank account as

determined m accordance with

Article 15 of the Articles of
Incorporation, the particulars of
which will be available at the

office of the Company al such
ilimb

Dated Aigmt 20, 1AM
By feeOde ofThe Beard afDheam
Eradi Dd Moou PKxboo N.V.
DcXqwbdrQ
Ckaafao. Ncdxrlaxfc AsnUis
efa Jeroen van Zantai

Landes

—

Krecfitbank
Baden-
Wurttomberg

Landeskreditbank
Baden-Wurttemberg

US$250,000,000

Floating rate notes due
2002

Notice is hereby given that

the notes will bear interest at

53625% per annum from
20 August 1996 A) 20February
1997. Interestpayableon
20 February 1997urMamount
to USSMZ IS per USSS,000 note
and USS28431 per USSIO.OOO

note and USS2.843.06per
USS100.000 note.

Agent; Morgan Guaranty
Trust Company

JPMorgan

BRADFORD
&BINGLEY

£100,000,000

CoBeradHoetaifl BataNowDub2003
In accordance with the term# and
oondMona of tha Nome, the Interest

ranfonhe period 19th August, 1996to

18th February, 1997 has been find at

72)625% parannum.ThegrossInternet
•mount payable on 1EBh February,

1997wWbe£3&41 per £1,000 nominaL

AsantBank

&§3 ROW. BANK
iggB Of CANADA

hmtob FkaRkiitolariat

nxs 1*001 Nd
117 Mv suer— A4mo rnw i— OK.ms CMS CABSh cimn
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i OHO 0.12 9.00 80)
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ECU 320000000

Kingdom ofBelgium

Floating Rale Notes due EKKI

1— i-Ha futnndm af
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BanqueBuu«as

ABB
ABB AB six-month report

1996 is available at the

fbSowiqg address in the UK.
AseaBrown BoveriiLtd., Orion

House. 5 Upper St. Martins

LanetLondon.WC2H9EA.

This armauncemern appears as a matter ofrecord only.

Finnish Export Credit Ltd
(Incorporated with limited liability in the Republic ofFinland)

DEM 100,000,000

5.25% Notes

due 2001

Creditanstalt-Banlcverein AG

Citibank International pic

Landesbank Hessen-Thuringen Girozentrale

Lehman Brothers Bankhaus AG

UBS
Schweizerische Bankgesellschafc (Deutschland)AG

CREDITANSTALT

[



INTERNATIONAL CAPITAL MARKETS

Bunds outperform Europe in quiet trading
By Samer fskandar
? London and Richard
Tomidns In New York

Bunds outperformed most
European markets yester-
day. in a quiet session.
Although hppes for a cut in
the German repo rate were
stQl high, they provided less
support than last week.
Ms Sharda Persand. Euro-

pean economist at San Paolo
Bank in London, is confident
the Bundesbank will ease
the rppo rate on Thursday.
“[The Bundesbank] would
like to see a lower D-Mark",
which would fuel economic
recovery, She said. Although
the absence of a cut could
disappoint traders. Ms Per-
saud said it would not neces-
sarily cause a significant
sell-off. “A cut is now
for granted . . . Even if it
does not happen this week,
traders know it is only a
matter of time," she said.

B Ltffe’s September BTP
future settled at 115.98, down
0.77, while in the cash mar-
ket the 10-year Italian bench-
mark bond lost 0.67 to 101.22.
its yield spread over the
equivalent bund widening by
9 basis points to 526 points.

Mr Graham McDevitt,
bond strategist at Paribas
Capital Markets, said the
rise in yields was caused by
the lira’s weakening on the
foreign exchange market He
added that BTPs could be
supported by producer price
data for June, due to be
released today.

"If the data show a decline
in inflationary pressures, the
short end of the BTP yield
curve could rally,” Mr
McDevitt said, but he is less

bullish on longer maturities
and considers most of the
positive news Is already
priced into the Italian
market.
"As the budget announce-

ment [for 19971 approaches,
we could see some profit tak-

ing,” he said, recommending
a switch into bunds when
the 10-year spread reaches
the 310 basis point area.

Although French bonds
rose In absolute terms, they

lost ground relative to
bunds. Matlfs September

GOVERNMENT
BONDS
notional contract closed at

123.70, up 0.16, but in the
cash market the 10-year
yield spread over bunds wid-

ened by 2 basis points to

8 points, as the franc weak-
ened on fears of rising politi-

cal uncertainty.

"The government is walk-
ing on a knife-edge,” one
trader said, referring to the
forthcoming budget presen-
tation. "They need to show

restraint on the spending
side . . . But If they go too far

they risk driving the unions
on to the streets.”

The CGT union yesterday
stepped up the pressure, say-

ing "the workers will not
accept the consequences of
the government's policies”.

The September future on
three-month Pibor rates
closed 0.03 lower at 95.77.

Futures traders in Paris
attributed the fall to heavy
selling by a large US finan-

cial institution.

B UK gilts ended a subdued
trading session slightly
lower. Liffe’s September long
gilt future settled at 108Vo.

down £. In the cash market,
the 10-year benchmark gilt,

the 7Vi per cent stock due
2006, lost ft at 108y*.

"This week, the market
will be driven by potential
Interest rate moves in the
US and Germany,” said Mr

Kevin Adams, gilt strategist

at BZW. Traders are not
expecting the US Federal
Reserve to tighten monetary
policy at today's FOMC
meeting, but Mr Adams said

there Is "suspicion [in the
market] of a 25 basis point

rise, should the Fed choose
to avoid having to tighten

monetary policy nearer the
election [in November]".

Gilt market participants

are also awaiting the release

tomorrow of retail sales

,

data. "The market is expect-

ing a flat figure, or a very
small rise. If the rise is too
strong, it could cause gilts to
retreat," Mr Adams said.

US Treasuries unexpect-
edly dipped in early trading,

wiping out much of the prog-
ress made on Friday. At mid-
day, the benchmark 30-year
long bond was down g at

99Ji, yielding 6.797 per cent
Shorter-dated issues suffered

less badly, the two-year note
was down % at 100%. yield-

ing EL954 per cent.

The tell surprised analysis
because the calendar of eco-

nomic data was blank and
little addon had been expec-

ted ahead of today’s meeting
of the Federal Open Market
Committee. Traders said
prices Ml because of a spate

of hedge fund and central
bank selling, forcing to

alter the market on a day
when they had expected to
sit on the sidelines. Even so.

volumes were light

The main focus of atten-

tion remains the meeting of

the FOMC, at which the Fed
will consider whether inter-

est rates need to rise in
response to recent signs of

strength in the US economy.
Most analysts believe^ there
have been enough indica-
tions of a second-half slow-
down for the Fed to leave
rates unchanged.
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CME starts to

plot strategy for

euro contracts

Strong demand for $lbn 10-year global from Canada
By Conner MkkMmaim

Hard on the heels of tbe
World Bank’s successful
10-year dollar offering last
week. Canada yesterday
tapped the 10-year sector to
a similarly enthusiastic
reception.

Its Slbn global issue of 6.75

per cent bonds saw such
strong demand during pre-
marketing that the pricing,

at a spread of 29 haste points
over Treasuries, was seen as
surprisingly generous. As
soon as the bonds were freed
to trade, the spread tight-

ened to 28 basis points.

"Canada left a basis point
on the table to ensure that
the deal goes well and inves-

tors will want to participate

in future transactions," said

a syndicate manager at Mor-
gan Stanley, joint book-run-
ner with Goldman Sachs and
ScotiaMcLeod. He said the
deal was evenly placed

WORLD BOND PRICES

BENCHMARK GOVERNMENT BONDS

among Investors in Asia,
Europe and North America.
The strung performance of

the World Bank's recent
deal, whose yield premium
over Treasuries tightened to
around 16.5 basis points
from its 18-basis-polnt
launch spread, helped whet

INTERNATIONAL
BONDS
investor appetite for Cana-
da's issue, especially as the
latter offers a substantial
yield pick-up.

“Nothing the mar-
ket to attention as much as a
successful World Bank
issue,” said a dealer at
another house.

Interestingly, the yield gap
between the World Bank and
Canada has shrunk notice-

ably over the last year: both
launched 10-year dollar glob-

als in mid-July last year.

with Canada paying 36 basis
points over Treasuries and
the World Bank paying a 20
basis-point spread.

The 16-point gap has now
narrowed to 11 basis points,
as Canada's credit percep-
tion has improved. “Canada
now trades at the wide end
of the trlple-A band, rather
than the double-A range,” a
dealer said. "Investors have
been reassessing Canada’s
credit - the market is typi-

cally ahead of the rating
agencies.”
The dearth of long-dated

dollar paper In recent
months has also fuelled
demand, especially since
10-year bonds offer a pick-up
of about 25 basis points over
five-year paper.

"That extra kick makes it

worth taking the risk of
going out further along the

yield curve," one dealer said.

Other borrowers rumoured
to be planning 10-year Issues

| New international bond issues
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are Fannie Mae, the Prov-
ince of Ontario, and the Ten-
nessee Valley Authority.
The South African rand's

tell to new lows cast clouds
over its planned return to
the D-Mark sector. The rand
fell to R4.58 against the dol-

lar, from R4.55 on Friday
and its year's high of R3.62
in January.

However, Deutsche Mor-
gan Grenfell and Morgan
Stanley, joint book-runners
of the forthcoming deal, said

the rarity value of the bonds
- the republic's first issue

since 1991 - and a tradi-

tional base of Continental
European retail investors,

should ensure a strong
reception.

The issue is expected to

total DMSOQm to DM500m of

five-year to seven-year
bonds, with dealers talking

of a yield spread of 120 to 150
basis points over bunds.
Investor roadshows win take
place in the week of Septem-
ber 9 and the deal Is due to
be launched in the following
week.

By Laurie Morse in Chicago

The Chicago Mercantile

Exchange has set up a high-

level committee to plot its

strategy ter trading futures

and options on the euro, the
currency -to be created by
European monetary union.
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~
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Volume in the exchange's
traditional currency prod-
ucts, including D-Mark
futures and options, is lag-

ging behind that of its rivals

and its leadership is seeking
radical new ways to increase
business.
Some CME members

believe it should reach
beyond its own boundaries
and share currency futures
trading with exchange part-

ners in Europe and Asia.
Specifically, there has

been talk of a link between
the CME and the Mattf in

Paris, while Asia would be
covered by adding currency
futures to the CME’s exist-

ing mutual offset link with
Slmex in Singapore.
The CME and Sima* cur-

rently share trading in iden-

tical eurodollar and euroyen
futures. Tbe Mattf recently
abandoned a project to share
products electronically with
the DTB in Germany, leav-

ing it open to new partners.
At the same time, the CME

was released this year from
a contractual arrangement
with Reuters, the informa-
tion company, that had pre-
vented It from pursuing
exchange links and other
floor-trading partnerships.

Reuters owns Globex, an
electronic futures trading
system that the CME helped
develop, which lists Mattf
and CME products for after-

hours trading. Analysts note

the two exchanges are

"available" and their long

co-operation on Globes

leaves them well prepared

for other product-sharing
arrangements.
Such a link would make

sense, Mid Mr Alex Lamb,

general manager of the Chi-

cago office of Fimat, the

futures-trading arm of

Socfete Gtofirale, the French

bank. “It would be very

interesting If the CME had

the CAC-40 index and the

Notional [in exchange for

sharing currency fixtures

with MatifJ.”

Although all leading
futures exchanges have
some kind of computerised
after-hours trading facility,

most are also forging links

with exchanges in other

time zones to increase busi-

ness.

However, in spite of a

spate of agreements, wide
differences in regulatory and
technical environments
around tbe world make it

difficult to bring links into

operation.

The Chicago Board of

Trade and London’s Liffe

were set to share govern-
ment bond fixtures contracts

this year, but have delayed
the Hnk until May 1997, cit-

ing technical difficulties.

Mr William Brodsky, CME
president, said "there are a
number of things going on"
with regard to euro trading,
but declined to elaborate.

As for the exchange's
existing currency futures
products, Mr Brodsky said
the CME was committed to
using Globex to increase
after-hours volume.
The exchange, frustrated

by the lack of liquidity in
the overnight currency
futures markets, has also

decided to take undertake
some foreign exchange trad-

ing of its own.
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Australia 8750 1U06 912680 *0.459 800 809 885
Austria 6250 05/06 981300 -0.070 827 830 869
Belgium 7200 05706 1022800 48280 858 863 887
Canada * 7.000 12/06 972100 *8010 729 723 7.91

Denmark 8000 03/06 1052200 -0220 721 724 744
France STAN 5.500 10/0] 99.5000 <8080 8B1 846 871

OAT 7250 04/06 106.4700 *8170 833 836 856
Germany Bund 8250 04/00 99.9300 -8100 825 829 860
rnriand ajxio 08/00 1032700 -8050 7.52 7.00 7.70
Italy 8500 02/08 1012200 -8670 830T 833 9.14
Japan No 140 8600 06/01 1193959 -8240 2.16 2.17 2.31

No 182 3COO 08/05 992219 *8248 3.11 3.19 830
Netherlands 8.500 06/08 1182300 -0090 623 B27 854
Portugal 11.875 02AJ5 1184700 *0.070 8.69 889 8.72
Spam 8.800 04AM 991400 -8590 891 894 8BO
Sweden 8000 02/05 87.6570 -0270 8.06 824 836
UK GJE. a.ooo 12/00 103-19 -2/32 7 01 7.06 720

7.500 12/06 98-03 -1/32 777 7.79 7.94
9.000 iaoa 108-16 -5/32 7.90 7.91 806

US Treasury'

'

7000 07/06 103-00 -3/32 855 6.45 7.06
8750 OB/20 99-13 -7/32 880 870 7.19

ECU (rrencfi Govb 7.500 04/05 104.7100 *0 190 6.76 881 7.04

Strike

Plica Sep Oct
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Nov Dec Sep Oct
PUTS

—

Nov Dec

9600 020 021 844 0.63 0.12 090 122 141
96S0 0.04 0.10 829 0.46 0.46 1.38 1 -57 1.74

9000 0.01 805 819 0.33 0.93 123 127 2.11

EaL VOL total. Cato 11256 Puts 142ft*. Previous day's open kit, Cato 172546 puts 107B34

Italy
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Open Sett price Change High Low Esl vol Open bit

Sep 1 16.75 119.98 -0.77 1187S 11541 3B87S 61800
Dec 115-65 115.30 -0.75 115.65 11558 2839 6093

ITALIAN GOVT. BONO (BTP) FUTURESOPTXW8 flJFFE) LbaZDOm lOOths of 100%

FT-ACTUARIES FIXED INTEREST INDICES
Price bidk»a Mon Day's Fri Accrued xd K&
UK Cato Aug 19 change % Aug 16 Interest ytd

1 Up l» 5 yreire (22) 122.14 0.08 122.11 246 6.17 5 yra

2 5-15 yeas (20) 146.35 -0.02 14&38 2.70 8*3 IS yra

3 Over 15 years (B) 162.09 -0.06 162.19 2.14 a73 20 yra

4 Irredeemables (6] 188.67 -0.08 18641 3.21 7.36 Irred-t

5 Aa stocks (36) 14244 -0.01 142.96 2.58 6.06

—Low coupon yield— - Medan coqwn yield -— High ooupon yield -
Aug 19 Aug 16 Yr. ego Aug 19 Aug 16 Yr. ago Aug 19 Aug IB Yr. ago

7.14 7.14 7.78 720 7.19 7.77 7.27 728 TXT
7.99 7.38 820 800 7M 823 6JJ5 &04 BS4
8.08 8.06 823 809 808 826 813 812 838
816 814 831

8 Up to 5 years (1)

7 Over 5 yan(11)
B AH stocks (17)

802 199.80

007 18929
0.07 18920

-WWIon5%—
Aug 19 Aug 18 Yr. ago

AM Up to 6 yra 226 2.05 2.63
3-43 Over 5 yra 864 3.65 857
844

— Inflation 10%

—

Aug 1 a Aug 16 Yr. ego

0-33 033 026
3-42 3-42 326

Strike

Price Sep
CALLS

Dec Sep
PUTS

Dec

11580 0.84 1.70 816 1.90

lino 0.31 145 833 2.15
11650 816 122 86B 2.42
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Spain
NOTIONAL SPANISH BOND FUTURES (MEFF)

Open Sett price Change High Low Est voL Open int

Sep 101.10 100.98 -0.62 101.10 100.33 40.107 52.946
Dec 100.30 100.53 -0.67 100.30 99.88 158 2.970

UK
NOTIONAL UK CULT FUTURES flJFFE)* C50.000 33nda of 100%

Open Sett price Change High Low Est voi Open bn.

Sep 108-09 108-04 -0-04 108-09 108-02 26795 151635
Dec 107-15 107-11 -0-06 107-1S 107-11 4042 2975
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Franc*
NOTIONAL FRENCH BOND FUTURES iMATlrl FFrSGO.COO

Open See pr,ce Charge hbgft UM Eat rdf Open mt

Sep 123.33 123 70 -0.16 122.90 123 60 37.031 185.473

Ctoq 122 56 122 42 -O 16 122 58 122.4C 2.496 38975
Mar 122 56 12224 *0 14 122 50 122.30 1.059 7.709
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Germany
B NOTIONAL GERMAN BUND FUTURES lUFFST DM253.000 lOCtflS cf 10Q-V

Open Set? price Change FCgh Lew Eat vd Open ret.

Sen 9829 98.08 -0 09 9629 33 CS 97750 24SO10
rw 9738 97.22 -C37 97.38 9’2C 17325 2125B

UK GILTS PRICES

E*. VO) tore. Cato 17M Purs 70S PnwxB daVa open mt. Calls 34MB Put* M6»

Ecu
KU BOND FUTURES IMATIF) ECU 108000

Open Seeprce Change High Low Est. vol. Open mt
Sep 92.48 9220 *0.16 92 48 92.18 1,357 7.728
Dec 9038 90.38 -0.18 90.38 9038 455 1307

a US TREASURY BONO FUTURES ICHT] SI 00.000 32nde of 100^

Open Latest Change High Lew Est voL Open ret.

See 111-09 110-30 -0-11 111-13 110-26 191294 438,470

Dec 110-26 110-14 -0-11 110-2B 110-10 4.165 31.466
Mar 110-10 110-09 - 110-10 110-10 8 4282

Japan
B NOTIONAL LONG TERM JAPANESE GOVT. BONO FUTURES

fUFFB YlOOm lOOths of 10098

Opan Close Change High Low Est vol Open mt
Sep 120 57 121m 12880 3521 na

Dec 11951 119.71 119.51 1347 na
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Policy meetings keep currency markets quiet
By Richard Adams

With two important
policy-making meetings on
the near horizon, yesterday’s
markets were quiet on light
volume, awaiting events in
Washington and Frankfort
Today sees the start of the

Federal Open Markets Com-
mittee meeting, while Thurs-
day will be the Bundesbank
central committee’s meeting.
A Reuter poll of 30 econo-

mists was unanimous in
favour ofno change in policy
at the FOMC meeting, while
analysts are divided over
whether the Bundesbank
will cut its repurchase rate
or not, and by how much.
Yesterday the D-Mark

gained a little ground
against the dollar, ending
trading in London at
DMl-438, from DM1.494 on
Friday. The French franc
remained fragile, slipping to
FFr3.420 per mark from Fri-

day’s FFr3.417.
Elsewhere, analysts say

POUND SPOT FORWARD AGAINST THE POUND

the dollar is finding it hard
to move above YlOS. Yester-
day it ended at Y107.950 after
trading in narrow ranges all
day, little changed from Fri-
day’s V107390.
The Australian dollar rose

on expectations for tough
spending cuts in today’s bud-
get. despite rioting outside
the federal parliament in
Canberra yesterday. It dosed
up on the OS dollar in Lon-
don, at A$13658. having
been. A$L27S2 on Friday.
The South African rand

slipped further against the
US dollar yesterday, eniling
at R4.5655, from the previous
price of R4.5525. In New
York, it slipped to a record
low of R15870 in intra-day
trading.

But while many analysts

Pmod ta Dm Vatk

Aug ig —!<«»

—

-Prw. a»
£spot 15445 15480
1 nth 15440 15475
3mlti 15435 15470
lyr 15425 15460

feel the rand is undervalued
after its rapid fall against
the dollar, a new study says
it may be overvalued.

M Analysts are warning that
the market could be disap-
pointed if they are expecting
a big cut in the Bundes-
bank’s 330 per cent repo
rate. Most are predicting a
cut of around 0.10 to 0J5 per-
centage point, or 10-15 basis
points, in the rate.
Key to market expecta-

tions will be the German M3
money supply figures, due
this week, and the July busi-
ness climate index from Ger-
many's Ifo institute, to be
released on Wednesday.
Economists are expecting

July M3 growth to have
slowed to &8 per cent from
9.6 in June, while the Ifo
index is seen edging up to
91.0 from June's three-month
low of 90.4.

The yen was quiet against
the dollar, after news that its

1fP"H***m* ?.* .•
.

•'

trade surplus declined 37.7
per cent last month, despite
a rise in car exports.
The decline in the trade

surplus, the twentieth con-
secutive monthly fall, to
Y504bn showed continuing
import growth. Exports rose
17.4 per cent and imports
rose 35.6 per cent
Japan’s trade surplus with

the US fell 43 per cent to

Y316.7bn. The small decline
in the bilateral surplus had
little impact

The Australian dollar hit a
three week high against the
US dollar, through a combi-
nation of budget optimism
and demand for dual-cur-
rency bonds, denominated in
yen and Australian dollars.

Japanese buying of dual
currency samurai bonds of
up to AgSOOm gave the
domestic market a boost,
helped by anticipation of a
deficit-cutting budget.
Today’s budget package is

expected to outline ASSbn of
spending cuts over two
years, equivalent to about
two per cent of GDP.
The vast majority of the

deficit reduction would come
from spending cuts, as the
government has ruled out
tax increases.

The South African rand
may be overvalued by 12 per
cent against the dollar.

DOLLAR SPOT FORWARD AGAINST THE DOLLAR

WORLD INTEREST RATES

despite its recent falls,
according to a new study by
Ivor Jones, Roy & Co and
Deutsche Morgan Grenfell

Its conclusion, which runs
against many analysts' belief
that the rand is underval-
ued, is based on a composite
rand index, incorporating
the historical characteristics

of the commercial rpnd and
the financial rand, which
was abolished last year.
The study is based on the

premise that South Africa's
central hcnit is running out
of ammunition to defend the
rand. A further premise is

that' the currency volatility

this year was a result of
swings in net foreign pur-
chases of South African
bonds.
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33 1.1961 32 1.1628 3.7 1123
04 13444 02 13461 02 843

-0.7 12681 -08 1277 -09 •

S LIBOR Marbanh Aung ralaa are offend mm tor SI Ore sumo to aw maw Dv fcu
iWaanca toria a itam aacti mam day. Ha Me am. B»Wre Trure. Bank or Tokyo.
Barteyo and National Wlwu iWiar.

IWcmnaoMi tor Ota dona** Morey Rrera. UGS CCk. ECU 4 SOH KMC DmM (tag.

EURO CURRENCY INTEREST RATES
Aug 18 Short 7 days One Three Six One

term notice mourn month* montfta year

Belgen Franc 3k - 3,1 3k - 3ft 3,\ - 3ft 3% - 3k 3J3 - 3ft 31! - 3'i
Dante Krone 3ft - at, 3« - 3fl * - 34a 3» - 3U 4ft - Jfi 4,*. - ft

D-Mrt 3h‘3\ 3A-3A V. 3,j 3,'* - 3,’, 3ft - 3/, 3,'. 3,'.

Dutch GuOdar 3 - 3-2% 2» - 2iS 3A - 541 3,4-3* 3» - 3|!
French Franc A - 3»j 3fi - 3tt 3% - 3fl 4,V - 3fl 41, - 3fi
Portuguese Esc. 7,4 - 7H 7,4 - 7*a 7,4 7JJ 7U - 7* 7|1 7i m 7*
Speraah Peeau 7Jg - 7,4 7|1 - 7« 7U - 7»| 7,4 - 7* 7% - 7V» 7« 7,’.

Starting 5* - S* 5(1 - 5,1 5% &U 5|| - 5V Si - 5|2 6A - 6,4
Swt» Franc 2& 2,4 2^ -2k 2* - 2A 2h - 2k 2,’. - 2,4 2ft -

Can. Dollar 4t« - 4ft 4^-4,'. 4k - 4lt 4ft -4,4 *11 - 4ft 4ft - 4ft
US Dote 5ft - 5 5k - 5 6,4 - 5ft 5‘z - 5ft 5ft - 5^ - 5{1
Itatei Lire 9ft - 8,4 9 - 8% 9 - B*i - 8fl Bk - BH Slj - Sti
Yen * - * «a - ft 13 - ii 0 -13 13 - U 12 5i

Aawn SSng 3?i - 3ft 3ft - 3ft 3k - 34 3k 3k 3ft 3ft 3»j - 3\
Short tann mm we Cal for the US Dote and Yen, ottwra.

1 m daya 1 notice

Ttoa MONTH HMMt FUTUMS (MATlFlPnrts ImerDart, offered rate iFFr 5ml

Open Sen price Change High Low Eat voi Open Int.

9525 95.77 -003 9528 95.74 27.845 55.687
95.89 9525 -0.01 95.92 95.82 10.868 53.136
95.89 9526 95.92 95 83 4,662 33.010

I (LJFFB* DMIm pomts Of 100*a

Open Sou price Change High ’ Low EsL te Open mt
96.74 96.73 -001 96.74 96.72 19242 170228
96.74 96.71 -003 06.74 96.71 14404 239653
B63B 9626 -0-03 96.58 96.55 12511 199798
9634 9630 -003 96.34 9838 11378 138652

. FUTURES (UFFET LlOOOm points of 1004k

02985 09994 - ...
1J7I33 1 JJ131 - - - - ...
1.3747 12730 127TO 0.1 13741 0-0 12769 -02 632
7/4880 7/4790 73455 -253 73305 -105 9394 -292

Open Sattprice Change High Low Eat val Open Int

9130 9133 •0.15 91.50 9128 12122 54947
91.93 9121 -0.12 91.94 91.76 7221 44962
92.11 92.D5 -0.12 92.12 92.02 2499 24599
92.13 92.10 -0.11 92.15 92.09 870 15306

I ntANC FUTURES (LHTQ SFrlm points di 100%

-00094 655-883
-00005 335-340

- 000 - 000
-02041 484 - 495

4026 920-900
-02015 924-929
-02006 495 - 510

- boo . 300
-02001 503 - 606
702014 088-103
<0213 630 - 680
-025 300 - 500

<02015 BID - 870
-02105 750 • 800
tor waeada to die Dm
d by cuteer haareat ra

12756 12673 -12
7.7335 7.7345 -0.1

35/4000 35.75 -5.1

3.1449

107270 107205 42
2.4920 2/4836 -0.4

1/4485 1/4532 -22
26.1800

3.7503 3.751 -ai
1.4080 1/4065 32
42335 4213 -122
817200
27.4700 27/489 -02
252750 252762 -4J

la ahow only tha Wat dwee da
land A ECU ae quote! In US

12713 -1.7 128 -12 934
7.7363 -0.1 7.7833 -04
36255 -6.1 37225 -5/4

108205 52 102265 4.7 1352
2/4887 -1.1 22232 -12
1A5B -22 1/4836 -22

3.7517 -0.1 3.755 -0.1

1/4005 23 12751 22
4.703 -122 52405 -10.4

27/484 -ai - -

2528 -42 25A825 -4.7

areal ptocee. Forwad mm am not <&ectfy
cutancy. JJ>. Morgan nerwtad hdcu Aug

97.2 Open Sattprice Change High LOW ESL vol Open nL

83A
Sep 97.74 97.70 -022 97.74 97.64 2625 30183
Dee 9725 87.64 -0-01 97.66 97.GO 5387 28707

m Mar 97.48 97/44 -0.02 97.48 97-40 910 11155
Jun 97.18 97.16 *021 97.19 97.12 435 4111

! NORTH EUROYEN FUTURES (UFFE) Y100m poMs of 100%

Sep
Open Sattprice Change

8935 *4X02

High Low EsL vol

0

Open int

na
Dm 99.19 99.17 *0.04 99.18 9B.17 295 na
Mar 9826 9835 *035 96.95 9835 20 na

THREE MONTH ECU I i (UFFE) Ecu1m points of 100%

Open Sett prioa Change H10i low EsL ml Open ku.

Sep 85lS2 9638 -0.04 85.62 9538 1932 8282
Dec 95.82 8532 -0.03 9532 9560 680 6158
Mar 9534 9531 -033 9534 95.40 437 3107
Jiai 9536 9534 -0.03 95.36 9532 76 2884
UFFE fururea ateo traded an APT

CROSS RATES AND DERIVATIVES

EXCHANGE CROSS RATES
Aug 19 BFr DKr FFr

Belgium (BFr) 100 18.77 16.60

Denmark (DKr) 5328 10 8248
Filmed (FFr) 6023 1120 10
Germany (DM) 20.60 3268 3*20
Ireland (IE) 4920 9233 8.168

Italy (1) 2.020 0.379 0335
Nathdriewds (F? 1037 3/447 3250
Norway (NKr) 47.65 8241 7.911

Portugal (Es) 2009 3.771 3238
Spam (PtS) 24.35 4.569 4.043

Sweden (SKi) 4622 0674 7.675

Swttzortand (SFr) 25/40 4.787 4218
UK (Q 4728 8281 7267
Canada (CS) 2221 4.186 3.704

US 3065 5.751 5.069

Japan (V) 3041 5230 4.716

Ecu 3820 7292 6243
Danish Kroner. French Franc. Norwegian Kroner, end

4254 2.033
2287 1283
2.824 1224

1 0/419

2289 1

a098 0.041

0282 0273
2213 0268
0975 0/408

1.182 0-495

2244 0240
1.233 0216
2200 0263
1.083 0/463

1/486 0223
1278 0277
1.8W. 0.788

Sweddh Kronor per

4848 5.443
2837 2201
2861 3.278
1020 1.121

2435 2278
100. Q.110
909.3 1

2358 2294
9942 1294
1205 1.325

2288 2.516
1257 1283
2345 2278
1104 1-214

1517 1268
1406 1248
1981 2.112

10; Betgte Freno.
Ecu 3820 7282 6243 1.B8« 0.789 19Z1 2.112

Danish Kroner. French Franc. Norwegian Kroner, end Swedish Kronor per 10: Belgte Freno.

- m BjWWCPUrrUREE QMM) OM 125000 per DM

w ;.i ; Open Latest Change Hl^t Low EsL voi Open int

9 Sep 0.6708 a6736 +0.0021 0.6736 0.6728 34.499 67274

Dec 0.8784 02770 +0.0017 02770 0.6784 680 SJ172

Mar - 02780 - - 115 88S

SWISS FRANC FUTURES (tMM) SR 125.000 per SFr

i (IMM) Yen 12.5 per Yen 100

Sep 0.8290 a8316 *0.0019 03316 03298
Dac 0.8365 Q/83B2 *03020 03382 0.8365

Mar - 03406 - “ -

Opan Latte Change Low EsL vol Opan krL

Sep 03315 03303 -03018 03306 03296 5.548 62303
Deo 03410 03418 -03020 03420 0.9415 311 8,297
Mar - 0.9650 - - - 1 163

STCHLMQ FUTURES (IMM £82300 par £

Sap 13474 1.5456 -03014 13456 13444 0321 5*>,pan
Dec 13440 13436 -0.0024 13440 13430 61 1389
Mar - 13480 - - 13440 3 9

To the Holders of

SHEARS01 LERMAI GMO, 1IC.

Series F, Class F-l Floating Rate Bonds
Due February 20, 20X0

Pursuant to the Indenture dated as of February L 1985
between Sbearson Lehman CMO. Inc. as Issuer and
Texas Commerce Bank as Trustee, notice is hereby
given that the interest rate applicable to the above
Bonds for the interest period August 20, 1996 through
November 19, 1996 as determined in accordance
with the applicable provisions of the Indenture, is

6J25% per annum. Amount of interest payable is

U.S. $15.4335630101 per U.S. $10,000 principal amount.

SBEARSOH LEHMAN CMO, HC.

Intel Corporation
(tocapuialdd In tha tlepiSinr otKoreawlffilnapdMiaty)

To the Holders of the Company's

UJS.$20000000
X per cent. Convertible Bonds 2003

(theHondT)

Notice of Meeting
teHc« la horeby ghwn ofa Magdngof Bondwldareto bd heMon itih Saptsmber, 1996
at 10.00 am. at B» offleae of Chaoo Manhonaii itustoos Unteci (Dw Trasreel ns
WtootoaM Homo. Cotaman Sheet. London EC2P2HO to conddar and. 4 thought fit.

adopt tha tefevring raeomoonm an Extraocdfeary Raaohdon lac defined In die Susl
Deed dated 20ft Juno. W94bannsen tha Compeny wxf tethadae):

THAT P) pureuant to tha raaotudon odoptad the meedng at the Company's
sharehoidere hold on 26th July. W96. the BoretnUem regter abh the Company
an obfacdon» the prepoeed meigar of the Company torn Hate Beavonks Co,
Lbl in eeconf&noewith Artde 530(2). ArtUe232 end Artieie 438(3) ol Ihe Korean
Coromerdei Coda; and W <e» Thme* be authorieed and. ateiett on*i to Ow
Threw batng fedamnWed Id ta ererlefm nun , directed to submit mo above
objection to me Oonpany on batadt of tha Bondhddeia and tote any and all

aeflane. whether JuROM or wdrejnctelQl. whldi are neemeary tor onnddenlal

»

obalnkigeie repayment ottheBonds and my costa and aspanaea retmon mereio
on bahaNof tha Bondhoidare.

Bonds muat be depoatel with (or B the o«ar or under tna conooi of) a fkymg
AgenUorthepwpoeaolobtakiliig sodng cnrtllcalBa or appottlnoprojuBmit least one
weak before Be dree tored tor Be reawtog (Bat ta. on or batore tODO tun. on
<tfi Sapsambar, 1996). Copte ol Be Aredmol tha KoreonCommarclai Coda ratonad
to obomara avaiabie tartapacMn at Bo office# of tha Ihotee.

BYOHDQ1OFTHETRUSTEE
Pare ManhattanVvalma I.touted
Vto&gau Houee. Cotonian Street,

London EC2P2HD

20th Axguat, 1996

UK lf4TEREST RATES

LONDON MONEY RATES
Aug 18 Over- 7 days One three Six One

right notice month months months yaar

B
-

4 •%
:
H *:aa:aa:a*--A

ssrsf : : :

Local authority Caps. 551 - 5ft 5% - 5k 5B - 51* 5jJ-5B 5ti-5n 6A-5H
Oscourtt Marital d^s 5\ - 5,i 5ft - 5ft

- * '
.

*

UK deartng bank base lending rate 5% per cent from Jime 6, 1996

Up to 1 1-3 3-6 6-9 9-12

-. month month tnowhs rnumhe uiuJiie

Certe of Tax dep. (C100JMQ) 2k 6k S 5 4\

Carts ol Ts* ctoo. undw snOOOOO ta2lapo. DWOOteete2w«i»«»2W.
Awe. tender rare oi dteouit on Aug 1 6. S5B4RE.
mrfeM hklt im m rare Inr narkirl Aug2tL 1996 tQ 3flP 24, 199^ ScngdieO S e to

rospe.Mewnca raw for period Jun 29. 1996 to JUy 31, 1996. Sohenw IV S V &B11pc.

FBonca House Bsaa Rare 6pc horn Aug 1. 1096

u iraaffi woura EtBUiim FUTIWa (UFFE) Esoqooo poina Of 10056

sett price Change Htah ^ &*- «• °p8n krL

Sep 9L21 94-22 +0.02 94^2 94^0 4556

k 94.16 94.17 +O.Q2 94.19 84.15 6776 110875

086 ^002 93.97 93*3 3863 76688

SS mm '» JSS
Sep 93J1 9320 +a01 93^1 93-19 655 3432Z

Atoo traded on APT. Afi Open Merest Boa- W p»*«» day.

SHORT SIEKURO OPTlWIS (UFFE) ESOaOOO pqnHS oMOO* _1

SJ? gep Dec Mar Sep Dec Mb.

9400 0.22 026 - 025 0 OXIfl 020

JS 0.04 W1 0-15 0.07 018 0,45

9*50 0 0A4 0.08 028 037 063

Ebl «L toieL Cte 6S75 Puw 30*7. Prewtous te/e open W, Crtto 1*44*0 Puts 13S065

EMS EUROPEAN CURRENCY UNIT RATES
Aug i9 Ecu can.

rBtQ8

Rate
nnnfft For

Change W *7- from M spread
y unokost

spam 162.493 160392

on u«y

+0.196 -032 231
Nethertandit 2.15214 2.13451 -0.00242 -0.82 2^1
Belgium 393990 393001 -03481 -030 2XS
Germany 131007 1.80282 -030206 -038 1.95

Austria 104383 133913 -0.0137 -035 132
Portugal 195782 195138 -aon -033 131

'

Ireland 0.792214 5795982 *0301317 047 1.09

Denmark 739580 735569 —0.00966 036 0.60

fVanoe 540808 630652 *030261 137 aoo

NON ERM MEMBfftS
Qraeca 282367 303338 -OXM0 3.75 -2.10

Italy 2106.15
.

194037 +3.05 -739 1036
UK 0.786652 0329757 *0302627 5.10 -3.38

6cu earnw rateaM tor tha Empaen CansWenn. Curandw are h dannteg rtete toengh.
Parawtope tengee ere tar Gek a potera rianga darotee a watt curencyJSwetpenca shoes Ow rsto

bewMi twospreads th* perewunge dteanoa between tha sdialnsMm Ecu cwiU rates tar a
curwiey. and the madman panstedparcatege detenu ol lha currmre martoe naebomtsEcu^ T"~

StrtitB

Price Nig
- CALLS ~

Sep Oct
— PUTS -

Sep 0(2

1330 1.72 132 234 . 017 032
1340 a72 . 1.19 139 - 0/44 036
13EO - 0.64 1X36 0.19 030 134
1360 - 028 0.86 1.12 134 134
1370 - 008 038 - 234 -

Ptwrious dRltvoU CRs 4534 Pub 3J009 . Pnar. taft open tot. Crib 172,792 Put* 158325

mm MOUTH UUROPOUJUt QMM) Sim pdrua of 100R

Open LMast Change FOgh Low Bet. vd Open Int

Sep 9444 8443 - 9444 9443 30183 377.867

Dac 9423 0420 - $423 94.19 45^89 467,185

Mar 83.11 94.11 - 93.23 83.19 59^26 296400

US TRSASUHTBILLFUniWSS (IMM) Sim per 10054

BASE LENDING RATES

sap 9435 9433 -031 9435 84.93 176 7,262

Dae 9433 94.79 -0.01 94.83 94.79 73 1,788

Mar - 9439 - - 94.69 77 746

AI Open"Wars Up-m tor prates tey

UHOWAiaC OFTXM48 (LIFE^ DMIm polTO8 Of 100%

tool tore tore
pintoa pfeMfe MSng

pane pto fear
IMMl (MWI DW*
1439 1432 1927
14JK 973 1138
1430 973 1138
14m 973 11.38
949 973 1138
9AO 973 1138
9/49 n nn 930
9/49 900 930
OAO 900 930
9l49 900 930
9.12 ex» 930
912 9-00 B30
912 900 900
1984 1232 1337
1235 1842 iaxs
17.15 1838 1827
2331 17J» 19B3
*731 1941 2136
earn 2331 2911
74,73 3430 36.78
IKfW 3433 3730
7035 3538 3831
10831 4248 4571
112J4 4330 4724
108/46 4349 4632
9434 4147 44/44
9933 3431 2973
SAB 2239 243*
*7.77 22.13 3429
4331 1958 2130
44.18 1043 2137
4820 1947 2130
7038 19.79 2138
9837 1930 22.10
7BLS7 1920 2137
4OS0 1931 20.18
2335 1736 1938
1737 1637 1953
1647 1634 1830
16.10 163* 1849
1939 1834 1949
2349 907 807
2338 1834 1948
23.1 fl *147 33.13
ppan 3147 3913
0.18 2337 £532
1230 1644 1810
1230 194* 1910

Adams, Company 5.75

AUed Trust Baflk 5.75

A® Bar* 5.75

•Henry AnsDacha 575

BankofSarodB 5.75

PmihiMmb VDcaw 575

Bank of Cyprus 5.75

Bresmtiretond 575

j^BankollteD 5.75

NjBonkotScoBand 575
' Barclay* Bank 575

BnlBkofMldEast 575

•emanSWpteySOauf 575

Cabai* NA 575

Oyrtoacnto Bat* 57S

Tho Co-dpoiafiw BanWi.75

Couizs&Co 575

Creea Lyonna* 575

Cyprus Popular Bank 575

Duncan Lawria 575

BankUmwd S.75

Pnanrfai A fian Bank TOO

•ftoboR Fleireng & Co575
Girobank 5.7S

Gumsss Mahon 575

Habb BankAG Zuidi 575
•HambrosSre* 575

HHlBMe& Gen inr Bk576
•FRSmuef 575

C-HoaraACo 575

Hongkong & Shanghai 575
raw Hodge Bar* 5 75.

•LeopoUJoseph A&** 575

Lloyds Barit 575

UBghnjBDnkLkf 575

MdMBBnk 575

Mount CredtCotp 500

NafWeebniRstor 575
•HaaBmfws 5.75

ftoyoiBKorScoSand 3.75

•Stoger & Fitadhmdar 3.75

•8mah&WBmsn Seca575
SefiObhWMowe Senh 575

TSB 575
Unted Bank of Kia«all575

Urity Trust Bar* Pto 575

Wostom Trust 575
Whteaway LakSHW 57H

Yottertrr Honk 5.75

• Membere of London

InrsstmertBattling

Aesodation
• fciadtrinbnaBon

Strika

Price Aug Sop
CALLS -

Oct Dec Aug Sap
PUTS —

Oct Dec

BB5D 024 024 025 028 0 OCH 004 0XJ7

9073 0 006 nefl 0.13 0D1 008 0.13 0.17

8700 0 0X71 0XB 005 026 028 031 034

ESL VOL WWW Cte 11528 tea 3370. ftekoiw etoys span M, Cafe 373692 Ftoto S17H80

BUIBP swan F4UUIC 0PT10W6(UFQ SFr 1m potma oMQQAt

Strike

Price Sep
- CALLS -

Dec Mar Sep
- PUTS -

Dac Mar

9775 006 0.15 0.16 0.11 026 047
9800 0.02 006 008 032 044 064

ESL noL total. Cafe 0 Fife O. Piorioua dayta opan kit. Cafe STia-Put* 6140

KUROLDUL OPTIOMS (LlFf=g LlOOOm petes OM0094
Dft ITC1sw«

Price Sep
— > tol 1

Dec Mar Sep
n# lv
Dec Mar

9125 019 070 osa Oil .0.14 018
9130 006 - 052 079 025 021 024
9175 003 036 062 045 030 032

raw awto»tmd ww panw a. Wk rerikavmn crereM laafentm. pnreren tor *HModendmre b Htoh* telreed
Saterei taHweto tea oneoi as «na is
Sa feta M* M totes reS Wto Ito tow
Hfeere Mge a to* aread sa aaotar <*Sta«era
Beta ta eafete* h rwpa el toUtta fete
twyi am te *re lklUiish w par snore
DataOTte paare n* ewsua to rare kaaw
ta^toWto ^crerete lte i » tewia fefe

Snfeata da to ea ysfetferd net reretot erir
a uiamus. m rfenee Herat to pate ww
reofete tegfaw tot ew ares——few
red sod orea tor bh ofe >* peate*— fee
erefetoeefe hpd SStos tato* h no are afe
to tuareur d fedy «fe too End nag

nttnmi i tears are sns*re Uarey

CONTRACTS & TENDERS

DEPA8TMENT OF TREASURY AND FINANCE

Expressions of Interest to mtdcmke water industry reform roles wUMa the
Gwcnanaift tariaen amrpribe itfnrui program

The Victorian Government is undettaUng a review of the economic and regulatory

framework of the metropolitan water industry in Melbourne Australia, lb progress
reform, there are a range ofcompter tasks to be undertaken which require a Ugh ksoel

of expertise and slblL

The VRuer Reform Unit of the Department of Usasury and Finance Is seeking
expressions of interest from suitably tptaHflcd paaons with the aim of developing a
registet; whkii may be uaed lo identifrappropriate ladtviduab and Anns to be Invited

to assist in undertaking future tasks in the following areas:

• n-rhnlpa^ Bnanrtal and omnnmlr adotaw nn aminos ftprtrtow foe bnpftyying^
efficiencyofthemcnopattcm water industiy;

• oooskleraikm ofthe level of prices and tarifFsmienires for the wholesale and
mail secrocs;

• pricing regulation and the development ofan haegaicd regubtoty framework;

• audit and verification cffinancial data requited to suppon poBy developments:
• analysis dfcommercial and strategic frnpHrarfoos ofrrfxm developments,

including tax issues;

benchmarking ofperformance tn the water industry.

• devehqjaientofaThlfd^ity Access Heghnc,lnd>xdingdctenninlng access terms
and conditions;

• advice oa the legjslarb’e and. regulatory framework to support water reforms
including economic regulation;

• analysis ofrefbem issues which impact oa tbe Govemmem’s CCtAG commlcmcnu.

Advice or assistance may be provided on dlSerent bases loduding consultancy
secondment Or short term engagement.

Responses and Inquiries

The cap^jflity statement and recommended structure Bar responses may be obtained
from Caroline Curran on 61 3 9651 0909- Inquiries concerning rids imritarfon may F—
directed to Richard Oarlec, Director ofthe \fetcr Reform Unit on $X 3 9651 2557.

TOttcn submissions te^yonding to the capability statement are to be teemed no fcuer
than Friday 30 August 195*6, and should be forwarded to:

Mr Richard Clarke Director

HVhtcr Rcfonn Unix Privatisations and Industry Reform Division

Department of*neasugy and Finance

Level 8, l Macanhur Street

MELBOURNE VIC 5002
AUSTRALIA

Submissions by fandmdr on 61 3 9651 0690 are acceptable.

VictoriaOHTHEMOVE

,
CA 1501 Puts 1423. prntaui ctefu epert ^ Ms 7B8Z3 Puts 35761

. . . ft
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COMMODITIES AND AGRICULTURE

US rains send Chicago
grain markets lower
By Laurie Morse in Chicago

Grain traders were again
revising their outlook far US
feedgrain crops yesterday
after soaking rains moved
through central areas of the

US over the weekend, deliv-

ering mnch-needed moisture
to soyabean, and maize
fields.

Attention at the Chicago
Board of Trade, where a full-

colour digital weather map
dominates the grain trading
room, has recently been
focused on the soyabean
crop, which is in the critical

flowering stage. The rains
were thought to have
improved crop prospects to
such an extent that traders

pushed soyabean futures

prices down more than 18
cents a bushel at the open-
ing:

Maize prices also plunged,
though the rain-induced falls

were limited by forecasts for

cooler-than-normal across
the grain belt next week.
Wheat futures prices had

moved higher by midday, in

part because one meteorolo-

gist suggested a premature
frost could hit Canada’s vast
wheat-growing prairies next
week.
The weather, always a fac-

tor during the growing sea-

son, has been a much more
critical factor this year, as
importing countries, live-

stock producers, and food
processors have looked to

the new harvest to replenish

historically low global grain
stocks. Last week, the US
Department of Agriculture
shocked traders by saying
the US maize harvest would
fall short of industry esti-

mates, and would be less
than 9bn bushels.

Now, with adequate mois-
ture, “the general feeling
around here is that the
USDA will revise its corn
[maize] production estimate
higher”, said Mr Vic Lespl-
nasse, a floor trader fbr Dean
Witter Reynolds. Despite the
rainfall, however, traders
believe the government’s
soyabean harvest estimate,
at 2.3hn bushels, is over opti-
mistic. The USDA issues its

next grain crop production
estimates September 11.

Statistics support lead bulls
By Kenneth Gooding,
Mining Correspondent

Statistics from the
International Lead & Zinc
Study Group, an intergov-
ernmental organisation, sup-
port analysts who suggest
tightening supplies are
likely to lift lead prices.

The ILZSG reports that in

the first half of this year
global consumption of the
metal, mainly used in bat-

teries. outpaced refined
metal production by 45,000
tonnes. Worldwide demand
for lead rose by 2.5 per cent
or 68,000 tonnes to 2.785m
tonnes, it says. Meanwhile,
global output was up by less

than 1 per cent, or 15.000

tonnes, to 2.74m tonnes.

Germany was responsible
for the main drop in lead
output Production there fell

by 48.000 tonnes because of
problems at Metaleurop’s
new Nordenham smelter.

In Paribas Capital Mar-
kets* latest Metallica publi-

cation, its analysts suggest:

“A [lead] price rally is now
imminent Demand from bat-

tery producers remains
depressed in Europe but is

WORLD MARKET BALANCE
(Janinry-Jum)

Lead Zbic

1996 1995 1996 1995

Mine production 1*55 1*01 3.532 3*95
Metal production 2,740 2,725 3,613 3,649
Metal consumption 2,785 2.717 3*86 3,782

Soumr 92SG

already picking up in the
US. Very tight battery scrap
supplies could exacerbate
operating difficulties in the
secondary smelting sector,
most notably at Metaleurop's
Nordenham smelter, when
the battery replacement sea-
son starts in September."
Paribas forecasts that Lon-

don Metal Exchange cash
lead prices will average $825
a tonne this year, up from
$631 in 1995, and move up to
$998 next year.

According to the ILZSG,
zinc supply was also in defi-

cit in the first half of 1996.

Worldwide output of refined
zinc was down l per cent, or

36.000 tonnes, to 3.61m
tonnes (mainly because of
fans in China, down 50,000
tonnes, and Japan, where

the Barajima smelter
recently closed). Global
demand also fell, by 96,000
tonnes, to 8.69m tonnes. The
sharpest fall was in the west-
ern world where it dropped
by 3.4 per cent or 108,000
tonnes to 3.109m tonnes.
Paribas insists the zinc

price outlook remains
“excellent” and sees LME
fash prices rising from 1995’s

$1,031 a tonne to $L215 this

year and to $L571 in 1997.

It points out in Metallica
that high stock levels con-
tinue to affect zinc market
sentiment but demand Is

now picking up in the US,
"foliowing the example set

by Aslan tigers”. As Chinese
production and exports are
falling, the Asian zfrnr mar-
ket Is In deficit, it says.

Japanese
to join

Chilean

group in

copper
search
By Kenneth Gooding,
Mining Correspondent

Indian tea crop up despite cyclones
a * . . ... iiMm

CerS***
i'

By Kuna! Bose in Calcutta

Japan, one of the world's

biggest copper consumers, is

to explore for the metal in

Chile in co-operation with
Codelco, the world’s biggest

producer.
The state-owned Chilean

mining anJ mpfak group iS

linking up with the Metal
Mining Agency of Japan and
the Japan International
Co-operation Agency to
undertake a three-year
project to explore for por-

phyry copper deposits In the
Pastos Largos area.

This covers about 80
square kilometres and is

located about 1,300km north
of Santiago.
MMAJ pointed out that it

had developed exploration
techniques for epithermal
gold deposits through work
in Japan while Codelco had
a successful track record
exploring for porphyry cop-

per.

So “our joining forces
should contribute to a better
understanding of the
geology and mineral
resources of the Pastos
Largos area”.
Japan has seven other

technical co-operation
arrangements in Chile, the
world’s biggest copper
producing country with an
output of 2.506bn tonnes
last year and from which
Japan imports about one
third of its annual copper
requirements.
However, this is the first

agreement with Codelco,
which is responsible for
about half of Chile’s copper
production. Until 1992, how-
ever, Codelco was not per-
mitted to bring in joint ven-
ture partners.

India's tea harvest in the
first half of this year was 8
per cent higher than in the

corresponding 1995 period at

265.091m kg.

The yield would have been
still higher but for setbacks

caused by cyclonic condi-
tions in Tamil Nadu and
Kerala, the two most impor-

tant tea growing centres in
the south of the country.
According to the Indian

Tea Board, Tamil Nadu’s
output in June was down to

10.338m kg from 12294m in

the month last year. At
4.786m kg, the shortfall in

production in Kerala was
1.514m kg. Karnataka was
the only south Indian state

where production improved,
by 15,000kg to 463,000. Up to

the of June total south
Indian production was down
5.076m kg at 34.763m.
But all tea growing centres

in the east and north-east

reported major production

grains in the first half, in

Assam output was up

16.313m kg to 126.072m, even

though upper Assam had a

dry spell in June. West Ben-

gal’s production was up by
8.556m kg to 52.873m; and

other areas in the region

raised their aggregate crop

by 224,000 kg to 1 .311m.
According to industry offi-

cials, the rise in production

by 766,000 kg to 4.145m kg in

Darjeeling where the world's

best tea is grown, was
remarkable as it was accom-

panied by consistent good
quality. Particularly encour-

aging was the improvement
In the quality of Darjeelipg’B

“rains tea”, which in the

past has brought down
,
the

average yearly auction price

for the area.
“Estates in Darjeeling

most aggressively pursue
the quality to attract

even more demand from the

high value markets like Ger-

many, Japan and the UK.”
commented Mr PJL Sen,

chairman of J- '»***
world's largest tea browns

^The Indian Tea Associa-

tion set a production

season, assuming normal

weather condition. Industr>

officials said last year’s bum-

per crop benefited from a big

improvement from SePl®n>

ber onwards; so the ITA tar-

get held good.

In its Annual Re™w far

1995. j. Thomas said: Tne

quality of Indian tea for the

most part of the season rep-

resented an upgraded stan-

dard. with producers making

a concerted effort on this

front.”

Industry officials were

worried by a 2.10m kg fall m
first half exports to 59.25m

kg, +hnngh exporters drew

some comfort from a rise in

.The average price to Rs76.9i

($2 .16) a kilogram from

Rs68L4S a year earlier.

India has an export target

of 180ra kg. compared with

last year's figure of lMm kg;

iut it im doubtful that the

country will be able to

achieve that target unless

Russia and other former

Soviet states start buying Its

in large quantities.

The absence of Russian

buying has brought down

the prices of south Indian

ten sharply. Even though. Sri

Lankan tea costs more than

south Indian, the Russians,

oncour.igixl. according to Mr

Sen. by the availability of

long-term, cheap credit from

the Sri Lankan govommeut.

are buying heavily from that

market.
India is pleased, however,

with a breakthrough in Iran

with a recent salp of 3.225m

kg of tea.

Elsewhere. Sri Lankan
first half production was up
marginally to 128.8m kg

from 127.5m; Kenya's gained

8m kg at I3<t.3m; Bangla-

desh’s rose 6.70m kg to

18 .9m: and Malawi's was up

200,900kg at 26.9m.

£’
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Lonrho adds twist to Kazakh gold saga u

By Sander Thoenes
in Almaty

There is an unexpected new
twist in the controversial

struggle for the right to

develop Vasilkovskoye in
Kazakhstan, one of the
world’s biggest gold depos-

its. Lonrho, the UK based
conglomerate, seems to have
taken the lead in the bid for

control of the project
The Ka»»vii government

has invited Lonrho to make
an offer after a consortium
led by Teck of Canada,
winch had been given exclu-

sive negotiating rights,

failed to reach agreement by
the deadline on August 12.

Teck, and two companies
associated with mining deal

maker Mr Robert Friedland
- First Dynasty and Bakyr-
chik Gold - had pledged to
Invest $380m, pay a bonus of

$85m and provide undis-
closed royalties for an 80 per
cent stake in the mine. But
an official at the State Prop-
erty Committee, which

headed the negotiations, said
that Teck had backtracked
on its original bid and
Insisted on delaying the first

payments for the mine.

Mr Friedland, who led the
negotiations for the consor-

tium, said: “There are com-
peting interests within the
consortium”.
Teck wanted guaranteed

and fixed electricity prices, a
condition the Kazakh gov-
ernment could not fulfil

because it had privatised
most power plants in recent
mnntiwi and given a pledge
that it would liberalise

prices.

Mr Friedland insisted:

“The government is acting
correctly and fairly in this

round”. It would have risked

losing the other bidders if

exclusive negotiations with
the consortium bad been
extended, he pointed out.

Lonrho officials failed to

respond to requests for com-
ment yesterday.
Bids for Vasilkovskoye,

which has proven and proba-

ble gold reserves of about

6.5m troy ounces, have also

been made by Cogema of

France. World Wide
Resources of Canada and
Altynalmas, the Kazakh
state gold company.
Mr James Wade, president

of World Wide Resources,

said the government was
being too optimistic on the

Vasilkovskoye’s likely yield.

“If it had been an easy

deposit it would have been

mined a long time ago. You
need a lot of horsepower to

grind the ore, and that's a

huge cost [in electricityJ."

The Vasilkovskoye project

has been a cause of contro-

versy for some time. The
Kazakh government first

upset Dominion Mining, an
Australian company that
believed it had exclusive
negotiating rights to the
project. Dominion spent sev-

eral million dollars exploring

and proving reserves at Vas-
ilkovskoye, where gold was
first discovered in the mid-
1960s, - and the Kazakh

authorities used some of this

data when the project was

put out to tender in Decem-

ber, 1994. Dominion sud-

denly found itself competing

with some of the world's big-

gest mining groups.

The Kazakh government
then upset the European

Bank for Reconstruction and

Development, which was
advising about the tender

process, by announcing in

April last year that it had

done a deal directly with

Placer Dome of Canaria and
a small company. Princess

Resources, in order to speed

up the process. Placer Dome
changed its mind and pulled

out but is still waiting for

the return of its $35m
deposit even though the
deadline for the refund was
in July. The government
then turned to the Tcck con-

sortium and gave it exclu-

sive negotiating rights.

“There seems to be some
kind of jinx on this whole
process,” said one analyst
yesterday.

COMMODITIES PRICES

BASE METALS Precious Metals continued GRAINS AND OIL SEEDS SOFTS
LONDON METAL EXCHANGE
(Prices from Amalgamated Motel Trading)

ALIEWUM. 98J PURITY (S per tonne)

GOLD COMEX pQQ tony m; Srtroy czj ! WHEAT LCE (g per tonne) COCOA LCE (E/tonne)

MEAT AND LIVESTOCK
UVE CATTLECMH (4Q*00K»LCCnta/Ua)

Cash 3 mite

Ckne 1451-52 1468-87
Previous 14805-61* 1494-95
High/low 1453 149371484
AM Official 1450-51 1487-87*
Kerb ctose 1490-1

Open tot 220045
Total daBy turnover 86,185

ALUMINIUM ALLOY (S per tonne)

Close 1247-52 1281-85
Previous 1258-63 1233-95
HlgMow 1290
AM Official 1237-40 1275-80
Kerb dose 1281-85
Open tat 4,788
Total dally turnover 775

LEAD (S per tonne)

Close 820-21 819-20
Previous 822-23 817-18
Highnow 8t(V814 821/613
AM Official 812-13 812-13
Kerb dose 821-22
Open tat 33,581

Total dsfy turnover 9.462

NICKEL (S per tonne)

Ckne 7030-40 7130-40
Previous 6980-90 7080-90
High/low 715Q/7100
AM Official 7005-10 7101-06
Kerb ctoso 7110-15
Op+n tat 38,902
Total daPy turnover 20*09

TIN f$ par tonna)

Ctosa 6090-95 6150-55
Prevlau* 6085-90 6151-63
mgwiow 0150/8140
AM Official 6080-90 613545
Kerb dose 6160-60
Open tat 15.672

Total daBy turnover 5*10

ZINC, apecW Mgh grade ($ per tonne)

Ckne 1007.5-8.5 1034.5-35.0

Previous 1006.5-7* 1033-34
HrgMow 1004 1036/1032
AM Official 1003*-4.0 1032-32.5
Kerb ckne 1033-34
Open Ire. 65*82
Total dally turnover 27*71

COPPER, grade A (S per tome)

Ctorn 2000-03 1942-43
Previous 1995-96 1936-38
WglVIow 1965 1943/1915
AM Official 1984-85 1923-24

Kerb dose 1941-2

Open int 210*43
Total dariy wnover 72*02

LME AM Official 0$ rate; 1*488

sat D*y»
price riwnga fflgb taw

Aug 387JS +1,0 387* 3864
Oct 389.5 *19 3806 388L2

Dec 3904 +1.0 3828 391.1

Ml 3948 +1.0 3948 383.6

Apr 397^ +1.0 39515 385*
Jan 399.7 +1.0 399.0 3990
Total

Vri tat

32 130

398 11.226

6*39 71,453

149 11,834

114 5*42
588 11,828

9S87ig*fi»

Sett Day's Brit Day's Dpyta

PLATMUM NYMEX P0 Troy oauSftroy aag

Oct 401* -Zfl 40X5 401.2 2,781 10*67
Jan 40X5 -25 405* 403.0 18 3*80
Apr 405* -ZB 4075 405.7 150 2*48
JM 4082 -ZB - - T 153

Od 411.7 -ZB - - 8 2

Total Z8BB 26,451

PALLADIUM NYMEX {100 Troy oej S/troy tgj

price ctoipa up Low tad kit price oPaaga MpU . Low DM tat

tap 105.15 -0*0 104*0 104*0 24 305 tap 1014 -4 1020 1009 152 37*30 tag
Mr 107.10 -0*5 107*0 108JS 442 3.173 Dee 1025 -8 1033 1022 589 38*81 Oct
Jm 108*5 -0*5 109*0 108*5 116 1*58 Mar 1037 -7 1045 1033 253 41,488 Dae
tar 111*0 -are 111*0 110*5 314 870 *ta» 1048 -6 1048 1045 » 21*30 Rta

May 112*0 -1*0 113*0 112*0 100 567 JM 1059 -fl 1068 1063 23511*47 tar
JM 11470 -080 — 67 tap 1071 -€ 1078 1077 8 3*87 Jw
Taw 988 8*41 Total 1*37170502 Total

WHEATCBT&00Qbu mta; centaffiOb buaheQ COCOA CSCE fJOtormesr S/tonrmr) Lf

tap 459*0 +5*0 481*0 448*0 3*91 16*48 tap 1380 -8 1378 1359 4*42 1,573 APB
Dae 464*0 +7*0 456*0 447*0 8*98 37*58 Dae 1409 -6 1424 1407 4*99 30*37 Oct

Mr 481*5 +000 46200 445.50 1,185 7,784 Mar 1441 -8 1455 1440 337 16,932 Dee
May 434*0 +5*0 434*0 424.00 54 304 tay 1439 -fl 1470 1486 126 7*11 Fee

JM 40075 +6*5 401*0 390.50 245 3*65 JM 1477 -7 - - 31 5*32 tar
Dee 406*0 +4*0 404*0 40200 - 84 Sap 1485 +2 — — 134 5*96 Jon
Trial 13*35 85*68 Total 10*40 75*81 Total

<*«
lot

SOB
Moo *0090 Will Low M

68*00 -0*75 GZ250 68*25 2*52 4967
71*75-6*75 71J030 71.73010221 43*7fi

67X75 +005 67575 87.700 3,404 21,212

65475 -035 60950 85*75 1.557 13*06
66.875 -0425 67.300 66*50 Z72 4830
64B75 -04 80300 84.825 73 2*89

1IMB0 >4113

UME hogsCME fMLOOOIba; canta/tos)

Dec
125.75 +0.70 12075 12450 872 4.432

12050 4070 12075 12025 393 4J17
Her 127.60 +0.70 - - 2 118

Jon 12085 +070 129*0 129.00 - 107

Total 13B 0372

SU.VBI COMEX R000 Troy az^ Gertt/Troy at)

DM

519.8 +13*
Sep

Doe

Total

- 2 4
521H +1X3 524 J) 5000 9*84 50221
5291 +13.4 53X0 5100 4.305 34.926

537.1 +1Z7 5300 5240 42 8293
54Z2 +130 5400 5300 22 5*12

- 180 4223

13J83106£72

MAIZE CBT (5*00 Dunlin; cerrta/SBfc buahufl

384.00 -Z50 364.75 35050 0568 53.740

34145 —1.75 34200 332.00 29*64178*37
348.75 -12 34050 338*0 5.397 40.279

354*0 -0.75 35000 344*0 1*98 1Z9S2
354.50 -0.75 355*0 34000 581 10,174

314.00 -ZOO 314*0 311*0 11 1*81
48*8310*27

COCOA flCCCMBOfl'aflowno)

81*25 +04 61.700 61*00 688 1,746

55.060 -0.1 50550 54*90 3*39 14,497

55*00 -0*75 58.425 54*50 1*72 10*04
70975 +915 76*50 75*50 415 3*19
74*50 +92 74*50 73.700 117 1*57
78*25 +9179 7S290 77*00 59 1*67

8*08 33*29

PORK BELLIES CMC f4ft000tae; centeOfcp)

y&Zr
1 * .

t*. -
iw, "W* rep : • a

18

Ddy 104948
Pie*, toy
106978 Fob

COFPS LCE (Sflnnne)

Sop
Total

BAHLEY LCE (£ per tonne)

547* +13*

3050 - 08*0 98*0
101.15 -925 101.40 100*0
103*9 -0*3 10X40 10100
109*5 -0.10 10905 10905
10975 -025 107*0 107*0

TOM

11 253

> 115 961

26 406

14 127

8 71

148 1*18

sm 1877 -11 1688 1666 1*12 7*36
Nov 1657 -14 1670 1649 964 13.129

toe 1615 -3 1630 1600 242 4.657

Mar 1577 +4 1585 1565 B0 2614
tay 1360 +4 1553 1550 62 518
JM 1558 +16 - - - 188
Total 2*70 28*20

H COPHBE ‘C* CSCE C37*00t»; canta/tos)

Trial

33375 -2 99100 8X375 479 910
83*25-0*75 85.100 82*00 1*20 3*93
82*50 -985 8M00 82*75 57 596
81.750 -1.15 83*00 81*50 48 269
61*00 -0* 82*00 69400 4 45

78.400 -1*5 80*50 89000 3 6
1*48 5*22

CROSSWORD

LONDON TRADED OPTIONS
prion S tome — Oris— — Puts—

No.9,151 Set by HIGHLANDER

ENERGY
CRUDE OHL NYMEX f1*00 barrata. S/banel)

Spot: l*tS5 3 Pttc 1*434 8 taftc 1 5433 8 nftr 1*431

WGH GRADE COPPER (COMEX)

Latest Day'S Open
priee etaaga fl* Lew Uoi lot

S«p 22*6 +0*0 22*7 22.53 31*67 37*25
Oct 2923 +0.18 ww 21*1 28.704 78.180

H» 21*8 +0*8 21*6 21.40 7*98 37*81

Doc 21*2 +0.09 21*2 20.85 6*99 44*96
Jtal 20*1 +0*7 20*1 2038 3*03 20742
tab 20.10 +0.04 20.10 20.01 1*72 21,169

Total 2*12390781

M CRUDE OIL IPE (S/barroQ

Letts! Day's Opte
price rings »flb Low M let

Oct 20.69 +0.18 2080 20.47 9*43 76*52
Pnv 20.14 +0.07 20.14 1097 3*53 12*76
Dec 19*8 0*7 19*8 1050 3,199 17*29
Jm 19.14 -0*3 18.10 19*0 1*04 13*09
tab 18*3 +0*5 1X83 18*7 1*11 7*51
taw 18*0 +0*7 18*0 18*3 317 5,112

Total 19*69144*78

HEATING OR. KYMEX (42*00 US ate; clUS gate)

Latest Day's Open

price change Uph Low Yoi lot

Sop 81.95 +0*2 62.00 61*8 11*53 28*20
Oct 61*5 +023 62.00 61*0 6*99 21*82
Mr *1*5 +AI8 01.03 61.40 2*62 11*85
Dae 61*5 +0.18 61.90 81*0 4*66 25*94
Jan 81 A0 +0.18 61.40 61*5 1*13 12*84

FM> 59*0 +0.13 60*0 5060 792 6.656

SOYABEANS C8T (5JOBm nfc; gntaWE) terim

Ang 81475-11.75 821*0 80900 2*02 1442
top 787*0 -8*0 788*0 76900 9916 15*49
Mm 771.00 -6*5 773*0 748*0 35*22121.194
JOn 778*5 -5*5 779*0 755*0 2442 18*24
Hv 78325 -500 784*0 78950 448 10*88
May 784*0 -3*0 785*0 77900 320 5419
Trial 47,181 188*27

rn SOYABEAN OH. CBT (60*0Wba: oontoAtj

120*5 -0*0 121.10 11950 1*94 4*55
11930 +1.75 113*0 11950 2*88 11*86
10020 +1*5 10025 10980 B24 3*90
106*5 +1.35 108*0 107*5 91 1*47
108*0 +1.15 109*0 10000 1 491

108*0 H)*0 108*0 10900 1 194

8*11 22,102

QCO) (US centa/pound)

ALUMINIUM
(9«.7%) LME Sop Doc Sop Dec
1450 27 82 11 33
1500 6 HI 40 55
1550 1 35 85 84

CQrade A) LME
1900 .

2100 ,

Salt 0afu Opaa

price deuga Mgb Low Vri tat

Mg 9X45 +ZB5 9X50 00.10 264 1*48

sap 83*5 +2*0 93-25 aare 52 15*65

Oct 3Z45 +2J0 92*0 9020 11 1*10

ov 91.75 +2.40 91.10 69*0 1 1*0$

Dae 9095 +3.10 90*5 88*0 1.953 18*27

Jan 90.40 +2*5 88*0 88*0 1 97S

IMP 9*03 88*89

PRECIOUS METALS
LONDON BULLION MARKET

(Prtcee ouppaed by N M RottwchBr*

Trial

OASOtt-reWnwn)

27*48121*87
~

Sip

Oct

Ote

Ml
TMtf

Salt Days Open

price change Mgfc Uw M tat

188*0 +2.00 188*0 187.00 4*78 25*77

18950 +1*5 187*5 18950 9709 9*21
184*5 +1*5 18925 18191 1*04 5*49
183*5 +1*0 183*0 182*0 1*29 13*88
18975 +1*0 181*0 18900 209 5*12
17975 +0*0 177.50 176*5 292 1.100

12/102

tag 24*8 -ai7 24*5 24*7 484 655
sap 24*4 -ai7 24*7 24*2 3*01 16*56
Oct 2X16 -0.13 2517 24*3 1.402 14,106
Dec 25*5 -0.12 25*7 2520 7*06 32*12
Jen 25.76 -aii 2578 25.43 2*59 4*04
Mta 28.15 -aoa 28.17 25*0 230 4*32
Total 78*79

M SOYABEAN MEAL COT (100 tone; S/ton)

Peg 258* -12 255.7 wn 2*38 3*17
tap 231.4 -0* 259* 247* 3*46 19*89
Oct 244.7 -0* 244* 240* 2*11 10*71
Dae 24Z4 -05 242* 237.1 7*19 30*73
too 242* -07 24Z1 236* 581 4.6S0

Ptar 241.7 -1.1 241* 238.0 98 4*46
ntta 17*18 79*90

M POTATOES LCE (E/tonne)

MOV 7Z5 -12* _ _ _
Her 75.0 -35* — — _ Wi

ta* 82* -53 83* 80* 72 1*62
Mpy 8X0 -12* - - _ 3
JOB as* -77* - — _ -
total 72 1095

FREIGHT G3FFBQ LCE (SlOOndex pok’d)

ta 1128 —17 1135 1135 20 870
tap 1205 -29 1218 1203 37 853
Oct 1290 -27 1306 1290 76 1*60
Jin 1311 -17 1320 1310 22 613
Apr 1319 -11 1319 1319 10 234
JM 1155 -5 1150 1150 2 24
tom

Ctaac ter
US 3,194

SH nos run

AOfl W
15 I

10Z7B
.9976

Pm. toy

103*5
99*9

LCE

1650.

WHITE SUGAR LCE (S/tonne)

1700.

COCOA LCE

Sop Dec Sop Doc
101 112 10 88
37 68 46 143
8 40 118 212

Sep Nov Sep Nov
80 125 3 68
40 SB 13 92
15 78 38 121

Sep Dec Sep Dec
Oct 391* +3* 352* 348* 531 10,131 075 39 80 - 30
Dec 345* +Z5 346* 343* 208 4*34 inrm 18 06 4 41
Iter 340* +Z1 341* 339.4 157 8*54 1fl2« - 5 53 ta 53
May 3302 +1.7 335* 334* 73 2,658 BRENT CRUDE
tag wit +0* 334* 333* 11 1*57 IPE Oct Nov Oct Nov
Oct 323* *0.7 325*' 324* 30 9S3 1900
Total 1*18 28*40 1950 135 111 - _
SUGAR 11* CSCE UlZOOPtos; cenlafflw) 2000 . 84 84

Oct

Oct

TOM

11*2 +0*8 11*7 11*5 5*56 67.125
11*2 +907 1142 11*5 2.162 49187
11*0 +906 11*0 11.13 1*8017.177
10*8 +0*4 1990 1983 ZB7 12*67
1971 +0*7 1974 1969 42 7*35

- - 7B3

9527151,782

LONDON SPOT MARKETS
CRUDE (ML FOB (per banwQ +»-

-zlsBSZ

1046 +909

- COTTON NYCE PO.QQOga: conte/too)

Dubai $18*8-8*5 +0.170
Brant Blend (dated) $21*8-1*1 +9*25
Brent Blend (Oct) $20*9-0*1 +0*40
W.T.L $22*2-2-34x +0*80

OB. PRODUCTS HUE prompt (Meaty OF (tonm*

Oct

Deo

*«W

7Z12 -080 72*5 71*3 492 7*30
72*1 -953 73*0 72*0 2*88 29*67
73*0 -943 74*0 73.71 277 7,795

74*0 -951 75.10 74*1 105 9135
75J2 -929 76*0 75*0 105 4*10
7928 -920 75.15 75.15 21 1*58

TOW 3*88 89237

ORANGE JUKE NYCE (ISJOCtta; conta/tta)

Oct

Premium Gseafrie S220-222 +T
Goa OB $189-191 +2*
Heavy Puri 09 $92-94 +7
Napfttfia S19S-197 +05
Jet fuet $216-218 +4
Diesel 5191-192 +2

NATURAL GAS panrertrwm)

Sop

Jtal

122*0 +Z15 122.75 118*5 2*19 7*32
11916 +Z75 11945 11250 1,195 5*30
11435 +1*0 114*0 11X00 359 4*54
115-30 +175 11980 1112S 157 1*74
11950 -905 11950 115*0 2 290
117.10 +145 117*0 115*5 54 338

4*58 19543

eaoton (Sop) 14*40-15.15 +<U5
Petroleum Atyua. TH. London «I71) 3SB am
onen

NATURAL GAS KYUiX (10*00 moBlL: &nwi6ta)

OoWfTroy os)

Cion
Oportng
Marring fat

Afternoon fix

Oo/o Wph
Day's Uw

Sprite B equN SFr equtv

30045-388.75

349.758 468.629

Oct

Ho*
Doe

306.40 250*32 465*82

30*049640

tab

Total

totaot oaya
price change Iflgb

2105-0*39 2165
2170-9015 2210
2270-9009 2290
2*35-0*08 Z34S
2340-9005 2*45
2280-0*05 2270

Open
Uw W M
2080 12110 23748
2142 4*68 39275
2545 1.100 14*49

2*10 1*03 15711

923 11*46
448 7.157

21*28141*94

FUTURES DATA
AO ftdtowp data aupptad by CMS.

2*15
2*45

4*8 8 months ...

(iftusq
4.04

UNLEADED GASOLMs
WMEX (42*00 USQBBjtflB pals.)

2 month* „
3 monttw ._

Saver Rx
Spot
3 n ionlha
0 months

1 yaar

Gold Goins
Kiugerrctnd

Maple Leaf

New Sovereign

._4*8 12 rnorttfw *.06 Lataat Day's qpae
--4*5 priee riionpa Hge Low Vri kri

pAroy oz. US eta equlv. tap 84*5 +0*7 6440 83*5 11*85 23*48
32a.es 806*5 Ott 62.40 +060 6270 81.70 4,407 17*16
333*5 514.70 Me* BOAS +027 6080 8010 988 7J14
337*0 821*5 Dee 38*0 -0*3 89.15 38.60 257 3*61
346*8 534*0 Jan 57*5 -023 57*5 57*5 125 '3*79

S price £ equfv. tab 57.48 - - - 150 1*79
306-390 250-252 Total 27,241 121,457

385.75-388*5
88-90 56-58

Tim wx strong wid improved demand
«» vwek report* ihe TeaMm Aeeede-
Ooa Landed the flmt new season's Assam—11

TT"*
1

r“*1" fil ling rl trip nneWir

irtveiees fetched between 150p/kg and
845pfl« whia goad Squaring types sold
above valuations at around I30s**t45p/lcg.
Brightest and catouy mecSum East Afri-

cans were a strong tootura and prices
advanced pwttateriy for pda wtitah were
aubstonttaSy dearer. Others were Inwgutar
and tended e--'-

-
r. Onshore fatr demand at

Quotations: landed best ave»-
•We: seopAtg, good: 135pAfg. goed
mecfiuni: liaprts, medurre lOfipAg, low
nudum: 84pAg. ncm the highest price
reedeed ttria week wbb 299pAg. fpr a
buron (0 pd.

VOLUME DATA
Open interest and Volume data shown for
cornreete traded on COMEX, NYMEX, CBT,
NYCE, CME. CSCE wid IPE Crude Oil fife

One day in arrears. Volume $ Open Interest

totals are tor al Ireded months.

INDICES
REUTERS (Base: 1819/31=100)

Aug IS
1042.7

Aug IB
10490 1990*

CUB Futures (Baas: 1967=100)

22225

Aug 18 Aug 15
249*5 24959

8 GSa Spot (Base: 1970=100)

ago yaar ago

Sold (per troy oetf
SBw (per trey oa}*
Platinum (per troy or)
PaDadtom (per troy at)
Copper
Land (US prod)
Tin (Kuala Lumpur)
Tto (Nsw Yort)

Cattle «»a weight)

Sheep (Sve weight)
Plga (8we welghtjt

Lon. day sugar (row

)

Lon. day wger fwte)

Bertay (Ena feed)
Mabe (US No3 Yetow)
Wheat (US Darit North)

Rubber (SertY
Rubber (Qet)V
Rubber (KLRSSNol)
Coconut 08 (Pbfl)§

a8frtatay.)§
Cep™(PNB§
Soyabeans 0JQ
Ootwi Outlook"A1 Max
******* (S4« St«w)
Gear

$388*0 +040
S11*0c +3*0
$398*5 +056
$124*0 -0*5

88.0c

4S*0c
15.0Dr 15.00
285*0
0O22p -2*8*

10O43p +o*r
m*ep +440-

$306*0 +0*70
$370.80 O.70
Unq

$141 JEN

Unq
88*5p
8825p
32l*ttn -1*0
S780*w -10*
$615.0 ZJS
S508*w
226.0 -1*
76.30c -0*6
dfiSp

ACROSS
Completely preoccupy
broadcasting bosses (6)

4
Y®®P°n sounded substan-
dard, like some shotguns
(W)

9 Looks hard, say, for some-
thing to climb (6)

10 Abandon aircraft? No, sit
back (8)

12 Undercooked turkey per-
haps for an exceptional
person (4,4)

13 Decline Alpine expedition
involving a direct descentw

16 Birds coming from Europe
must be migratory 141

16 1851 ^ reds pocketed

20 Verbally authenticating the
upper limit (7)

21 opportunity to
rsreat (4)

25 Knock back wine thenwoA over? Too much for
musicians (6)

26
SSKli®*

11 ove
?
80 much

without energy (8)
28 Vemel is shipshape and ini-

tially organised (8)
29 No one taken aback after

small roll produces swell-

30 Pace not heartless
harsh (8)

31 Some si

ble risks
included (8)

but

DOWN
1 He died with fannic player

« £5? spectator <8)
2 where one sits on beat to

fish (35)
3 Cries out about bom writer

(8)
5 St

?£
e

.

version that was
authorised by Queen (4)

6 Restricted to the named
heirs involved (8)

7 Funny stojy about origin of
edible mollusc (6)

8 Style and vigour provided

„ &11 °yerthe last act (6)
Greek fruit in the hold (7)

14 S?plement upper*class,
silent version

(7)
17 Cardhlly worked out with

Scottish flower on tartan
cloth (8)

18 Allegedly is aware of dis-
reputable bar’s sharp
decline (4,4)

19 there on Sunday
(8)

22 Country lacking English

„ ^American standing (6)
-w Office equipment firm

geeds landing place (6)
24 Hit front of stationary

vehicle (6)
27 Family man in agony (4)

r>

V.

take terri-

English

Aug 18
201*8

Aug IS
198*1 209*0 175*0 tewed ««

^eotofc,
Oa. w JuPAug.
ntaoL 4 Sutam
an 421 hand al

Solution to SaturdaVK i

Solution to 0,1 Satuntey August SX.

2.
y B pnze P»«le on Monday Soptamber
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LONDON STOCK EXCHANGE
MARKET REPORT

Equities mark time ahead of Fed meeting
By Steve Thompson,
UK Markets Editor

London's equity market delivered

a steady performance at the start

of a week that brings crucial pol-

icy decisions from the US and
Germany.
Apart from the demerger

debuts of Thom and EMI, which
prompted plenty of action in the
two stocks and some keen turn-

over in the retailing sector, deal-

ers reported a generally subdued
trading session.

The FT-SE 100 index, which
ended last week at an all-time

closing high and which hit an
intra-day peak in mid-session on

Friday, closed the day a net 9.2

off at 3,863.7. although the fall

Included almost 7.5 points worth
of ex-dividends.
With the Footsie effectively

only two points lower, there was
better news for investors in sec-

ond line stocks, where the FT-SE
Mid 350 index ended 1.9 firmer at

4L36&3. Turnover in equities fell

to minimal levels, even by recent
holiday standards, and came out
at 440.8m shares, one of the light-

est figures for many weeks.
Marketmakers expected only

routine activity in the London
market until the US Federal
Open Market Committee meeting
ends on Wednesday.

The consensus is that the Fed
will leave US interest rates on
hold for the time being, although

dealers were quick to point out

that there remained a slight

chance that the FOMC could
nudge rates higher to head off

any Inflationary trends.

A downward shift in the repo

rate in Germany was a distinct

possibility, dealers said, but they
added that such a move had
already been factored into the
market
Footsie started on a buoyant

note, boosted by Friday’s good
showing on Wall Street and the
enthusiastic reception given to

EMI, post its demerger. At its -

best only minutes after the offi-

cial opening of trading. Footsie

was up 5 points at an intraday

peak of 3.877.9.

There was no real fol-

low-through in the market how-
ever. and share prices embarked
on a orderly retreat which took

the index down to &8S1-2, a fall of

11.7. around an hour after Wall
Street opened for business.

The US equity market was
marginally lower at one point
but subsequently picked up to

post a small rise 90 minutes after

the London market closed.

CORRECTION
We regret that because of an

error at FT-SE International, the

“FT-SE 100 Index” table pub-
lished an Page 13 of the Financial

Times on August 17 contained
incorrect data. Corrected figures

are given below. We apologise for

any Inconvenience.

FT-SE 100 Index

Closing Index for Aug 16—38723

Change over week —+ 62JS

Aug 15 3837.4

Aug 14. 3830*1

Aug 18 3823.4

Aug 12 38038

High* ... 3873.1

Low* 3792.4

"Intra-day high and low for week

FT-SE-A AH-Sh»» tori**

mm
ijBSO -— ; -'r|rT •

; ,

jfrmUFTEjaii
‘

'

Indices and ratios

FT-SE 100 5S*J Il9
FT-SE MW 250 43688

FT-SE-A 350
-3-

FT-SE-A AM-Shara 1908.96 -2.B9

FT-SE-A All-Share yWd 3.86

Best performing sectors

1 Electronic a Beet Equip —
2 Oit Integrated

3 Mineral Extraction

4 Retailers: General
+J?'*

G Banks: Merchant *U B

ijoaa
- •

FT Ordinary mde-x

FT-SE-A Non Fws po i * - J6

FT-SE lOOFut Sop

lOyrGUtyieM A'ft
Long gilt/equity yW mho -H

Worst pertaining saotors

1 Tobacco..—;
2 Distribution

3 Banks: Reran ——
4 Electricity

5 utilities

Oils hit

all-time
highs
Leading ofl stocks hit new
all-time highs yesterday in

response to the renewed
strength in underlying oil

prices. Brent crude for deliv-

ery in September was up at
$21.25 at one stage yesterday
adding weight to recent ana-
lysts' upgrades. SGST has
raised its 1996 average fore-

cast to $19.15 from $1880 pre-
viously.

Oil expert Ms Irene
Himona estimates that a
company such as BP, which
is heavily geared to fluctua-
tions in the oil price, could
see net income jump by
£600m if the oil price moves
horn $17 to $20 a barrel. BP
lifted 5 at one point and
ended 2 up at 631p. a new
closing high. Shell Transport
rose 9 to 949p, also a record
close.

Zeneca record
The rise and rise of Zeneca

continued apace yesterday
with the stock hitting a new
peak of £15 on the back of
weekend press comment.
One Sunday newspaper

revived persistent takeover
speculation by citing a valu-

ation from Merrill Lynch,
the US broker.

Merrill's pharmaceutical
team has carried out a
break-up exercise and put a
theoretical minimum value
of just over £18bn on the
group, which equates to

I9l2p a share.
However, the newspaper

report omitted two salient
points. First, the research
was published back in May
as part of an overall review,
which focused primarily on
Zeneca's fundamental
research-driven attractions.
Second, the valuation was

carried out as a means, not
of highlighting the potential
of a bid, but rather of outlin-

ing the diminishing possibil-
ity of an approach. It carried
the rider: "Such a price is

beyond the reach of almost
all but the very largest com-
panies.”
With Merrill quickly put-

ting fund managers at their
ease yesterday, the shares
traded down from the peak.
Nevertheless, optimism
remains in other circles that
Roche of Switzerland might
be Interested in some sort of
deal and Zeneca ended 12 up
at 140Op.
BAT Industries, the insur-

ance and tobacco conglomer-
ate. fell 13 to 452p on grow-
ing concern ahead of the
latest US tobacco case.

This week a jury in Indi-

ana will examine a suit
brought against Philip Mor-
ris, the world's largest
tobacco company, and defeat
for the group would com-
pound a recent verdict
against BAT'S US subsidiary.
Brown & Williamson
Tobacco.
Ms Julianne Jessup of UBS

has turned cautious on
BATs share price prospects
following the Brown case
and believes volatility will

continue for some time. “The
whole ball game has
changed since the [BATJ
case. Before that the indus-

Inkel Corporation
(bnugimalHd In the BaprtoBc ofKorea with Brnttad fataHy)

To the Holders of the Company's

US.$20000000
K parcent ConvertUe Bonds 2003

tBWBondTJ

Notice of Meeting

Nona* la hereby tfvn al a Meeting ol Bontfmldmtoto hold annthSeptember. 1996
at 10.00 bjtu at tin oHtaaa at Cham fttoiteamn Ttustnas United |tea Tmstaol at
Wfamgato House. Cotamrai Street London EC2P 2HO to cenaMra and. H thought a,
adop teaMowing rosohJilon ason Extraordnory RoKUtan (a* dotted in tea thtei

Dead doted20te June. 1994 between tee Company and lire Hussse):

THAT (I) pursuant to Iho roaoUton adapted at tno moating ol the Company’s
aharehoktets held on ZBlh July. 1BB& the 8one9widara registerwith tee Company
an otyocaonto the proposed merger ra the Company into Hartal DaqrontcE Co,
lid. In accordance wthAitlcIa 530(2), ArtKie 232 onoArtlde 439(3) alllM Korean
Commercial Code: and (I) tie Huston be authorised end. subject only hi rhe
Trustee Detect indomnlfled to Is MHMacdon. effected to submit the above
objection to me Company on behalf ol the BontteokJore and taka any end a*
actions, whether lutfctoi or aatiajwtidat which are necessary lor or Incidental to

obiateteo die repayment ol tea Bends and anyooats and expenses relatedthereto

on behntf ol the Bondhofctes.

Bonds must be departed «flh (or to tie order or under the control at] a Payton

Aa-d tor the purpoooot utealulnu votoracertgcfltee or appoint* tfl piomneal least one
wash baton the time bead tor the moeffng (that Is. on or before w oo ajn. on
4dr September. 1998) . Copies ol tee Articlesatdie Korean Commercial Codereferred

to atooee ore awdabto for inspection ratheoncost*tee Thratee.

BY ORDER OPTHE TRUSTEE ZCtbAttfu* J396

Woolgate House. Coleman Street,

LondonEC2P2HD

lnke< Corporation
(IncatporaM hi the Rapirtrtcat Karaa wtth Anted Babffity)

To the Hotdeis of the Company’s

ULS. $20,000,000

Xparcom. ConvertibleBonds2003
(teerttondO

Notice to Bondholders
(tones is hereby otven to Bandhotdere teal von recetec or an tedemnity to Its

islUtTtton. Chaos Manhattan thmaee Iteffed (the *ThaOM*) wld tartemth sms
note to the Company teat the Bonds are immeann due endrepayable praauemto
Ccnitiaon flat tee BondeandteattoeThiatoewff aha auch cdira steps. Including the
tnMngalpnxeetfnge apatite the CempBny.es tee Thaws conadera necessary or

detente In cemection with tee toreQatiig orothrawtos to ensue promt* repoymentt*
tee Bonds, pursuant to teeEffnny flesoluBon pa ssed on 25th July, 199ft. end
WnoPtyBoretooidu oftee flhtogolate note to tee Company. Bonflholderajre
tevtad to contacttea Thanes to relation to toeThntert requhamart tobetedemnllted

By rater ef the Thretoe 20th August, 1996

CONTRACTS & TENDERS

COPEL
invitation for bids

COMPANH1A PARANAENSE 0E ENERGIA - COPEL. Invites sealed

Bids, that wfll be opened in putific on September 27th, 1996. at 02-00

P M. uvn' time at the address given below In order to puchase the

following goods:

INTERNATIONAL BID DPACM768 - POWER DISTRIBUTION CABLES

• Self supported bwxfled alumrtum cables

{duplex, triplex, quadruple*, several sizes) 2-298.000 m
• Satf supported bundted copper cades

(duplex, triplex, quadrupfex, several ata») 188.000 m
Copper instated cable 10.000m

• Aluminium insulated cables (several sizes) 80,000 m
• Bare aluminium cables (several types and sizes) 974,000 Kg

Funher information aswoO as a cotrpfefe set of Bidding Documents, n
EngAstVPamjguese. may be puchased by Bidders at the address ghren

below, against payment of a non-rafundffble toe at USS40.000 per sal

GOMPANHIA PARANAENSE DE ENERGIA - COPa
Supply Superintendency - SSU
Acquisition Depaftment-ORAQ
Rua Pedro fvo. 750
80010-020 CUFOTBA- PR - BRAZIL

Tec *5541 322-4040 Extension 2225 Fax: +5541 223-6874

CON"PAN I
AA PARAMAcNS i: 'JE lN'ERGIA

try’s record was pretty well
impregnable," sbe said.

BAT shares were further

upset by a slide in Philip
Morris which dipped $1% to

$88% on Friday in the US.
having traded at $105% ear-

lier in the week.
The newly merged Royal

Sun Insurance group gained
7 to 398p following a recom-
mendation from Morgan
Stanley.

EMI Group and Thorn
parted company when deal-

ing began in the demarged
companies, being respec-
tively the best and the worst
performers in the FT-SE 100
index. EMI climbed 37% to

1460p. ex the 29.5p net divi-

dend. on trade of 3.1m while
Thorn fell 19 to 391p on trade
of lim.
Analysts said that Thorn

had a good management in a
difficult market while EMI
Group, which has a rela-

tively strong earnings pro-

file, had a bid premium with
names in the frame includ-

ing MCA, Sony. Bertelsmann
and Time Warner.
ABN Amro Hoare Govett

recommended clients to
"buy" EMI Group at a target

price of 1500p and "sell”

Thorn down to 390p.

The retail sector, which is

expecting good news tomor-
row with the publication of

UK sales figures for

July^trengthened as Argos
reported first half sales at

the very top of forecasts.

Pre-tax profits of £31.8m
were up by 45 per cent on
last year's £21.8m.
Analysts. who said that

Argos had been trying to
dampen expectations,
adjusted their forecasts, with
UBS raising its full year fig-

ure horn £140m to £145m and
Panmure Gordon moved
from £l42m to £152m. SBC
Warburg, the house broker,

went from £139m to £146tn.

FINANCIAL TIMES EQUITY INDICES
Aug 19 Aug 16 Aug 15 Aug 14 Aug 13 Yr ago "High *Low

OrcEnary Share 2801.8 28243 2801.9 2000.0 2796.2 2660 26852 2668a
Oiri. efrv. yield 4.13 403 4.08 4.06 4.08 405 422 178
P/E ratio not 1&72 17.12 18.94 16.9? 1&89 15.83 1725 16.80
P/E ratio nil 16.55 1634 16.78 1&74 16.72 15.74 17.03 15.71

tkrffioryam Mb ns conyteott Nffi 28052 1MW86S tamMtA SOOBWL Bass Ooe V7/35.

OnSnary Star* hourly changas
Open 9lOO 10J0 IIjOO 1200 13J0 14j00 15X0 16JOO Wflte Low

2805.0 2808.3 28033 2802.6 2805.4 2806.1 2805.8 2804.4 27992 2808.1 27894

Aug 19 Aug 16 Aug 15 Aug 14 Aug 13 Yr ago

SEAO bargains 33.442 30208 28.417 27.738 29.842 Z7JSZ0
Equity twnowar (Em)t - 13950 1508-9 14942 14622 1538-7
Equity bargainst - 38.583 33.618 34,506 33^08 4U662
Shares traded (mfit - 486.1 5212 505.7 S39C SB8.3
t&cfcxino toBa-maht buianoaa and o«mara twnoner.

Aug 19 Aug 16 Aug 15 Aug 14 Aug 13 Yr ago High 'Low
FT-SE AIM 1072.10 106920 107020 1070.40 106820 - 114040 965.70

Tor 1996.

1 London martoat data

TO—

a

and tatla* S2 Week Mgtaa and Iowa LIFFE Equity opflooa

Total Rises 832 Total Highs 121 Total contracts 37,925
Total Fafls 360 Total Lows 25 Calls - 21,855
Same 1.499 Puts 16.070
Aug 19 Data based on Equity shares istad on the London Share Service.

Fed up with fishing

far business inforeiatise?

FT Biseovery.

The instant way ta hank the

infernatien yau need.

Do you waste time searching for the right information? There

is a solution - FT Discovery. For company information, business

news, real time news and ranch more. It couldn't he easier.

Simple to use. Online. At your desk. At a fixed price.

So if yon want to stop fishing, call the FT Discovery infor-

mation line on +44(0) 171 825 8000, email: ftdiscovery©fLcom

or fill in the coupon

Yes, I would like to stop fishing for business

information. Please have a representative call me
reward.Wei to discuss my requirements.

NATURE OF COMPACTS BUSINESS

Rnza FT Dbeoray tefanutin Um as HI (0) 171 SUMM or eaaO. ttttmajOtUttm

or past u FT Dtsronrr. Fnunil Tiara jab
lofomteB. Frt»wr Rons. 13-17 Epvorth f)CW rra. r.-, .

sowl Loodco. ec:a 4W. bC>Q FT Discovery

Argos rose 14 to 757p.

A number of other stocks
took heart from Argos -

which showed particularly
strong growth in furniture

and larger ticket items -

including Dixons, which
jumped 13 to 524p and DFS
Furniture, which climbed 11

to 580p.
Chamberlain Phipps, the

footwear materials manufac-
turer, was suspended at lip

after the banks demanded
immediate repayment of out-
standing loans.

Among telecom stocks,

General Cable was in

demand and put on 3 to 175p,

while Nynex and Telewest
also outperformed the mar-
ket holding at 102p and 140p.

respectively.

However, Credit Lyonnais
Lalng has put all three
stocks on their sell list, sug-

gesting they are overvalued.

Analysts at the securities

house said: "Cable has done
well to beat satellite in areas
they both serve, and give BT
a run for its money, but its

prospects have been and still

are over-rated and overval-

ued." They concluded: “Rev-
enue. wiavpin and multiple
downgrades show that cable

share prices tn 2005 will be
the same as now.”
Elsewhere In the sector.

Orange improved IV* to 187p.

in trade of 25m. ahead of
today's interim figures. Hie
market is expecting the*
group to report a loss of
between. £125m and £l35m,-
although several brokers
including NatWest Securities

continue to advise investees

to "add” to holdings.

-Monument ‘ Oil and Gas
fell 5% to 56£p as the com-
pany announced a capital

restructuring, which resulted /

in shareholders receiving
£33.3m In cash, or 7%p per ',

share.
One analyst said the stock

outperformed its re-calcu-

lated price of 5iV*p because
some traders had not fac-

tored tn dilution £rom the FUTURES AND OPTIONS
issue of £L6.7m of new Monu- __ MEX nmiRES p urg cm oar tun wto* p<y*——
meat shares. ” &T«iopan w.

Confirmation that Inch- _ 3^0 ,3.o 3890.0 o ^as wui
cape is selling its testing ser- asoeo 3aoao -s o 39oao 3893 0

0
‘ ^

vices business for £380m mv 39ii.o -3.o
*

helped the shares harden 2 FT-semo aso mpex futubes iuffei cio **

to 291p. 3^ 436S.0 -1M
Motor components and u _ .

engineering group T&N ft-se ioo B«>exoPTiow(UFrB r3a63)ei0p«* luB *ltlaxpCMn

recorded the day’s best per- Z~Z ZZ1 HZ 3900 3aso 4000 40»
fonnance among FT-SE Mid C P c p c p c p c p c p c p, c ip
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Highs & Lows shown on a 52 week basis WORLD STOCK MARKETS
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WORLD STOCK MARKETS

AMERICA

US stocks

mixed ahead
of FOMC
Wall Street

US stocks turned In a mixed
performance in quiet trading:

as markets awaited a deci-

sion on Interest rates from
today's meeting of the Fed-
eral Open Market Commit-
tee, writea Richard Tomkins.
At 1 pm the main indices

were almost unchanged; the
Dow Jones Industrial Aver-
age was up 5.IS at 5,694.63,

the Standard & Poor’s 500
was up 1.61 at 668.72, and the
American Stock Exchange
composite was up l.n at
557.26. NYSE volume was
177m shares.
One factor hindering the

Dow was weakness In
AT&T, which shed $1% to

$5414 after the company
announced that Its chief
operating ofQcer was leaving
to join a start-up telecommu-
nications venture. On the
other hand, another Dow
constituent, Coca-Cola, put
on $% to $52 on the week-
end’s news that PepsiCo’s
bottler In Venezuela, a key
Pepsi market, had defected
to Coke. PepsiCo, which is

not a Dow constituent, fell

$1V. to $30%.
Tobacco stocks, badly hit

Mexico fails to build
on intraday record high
An opening spurt In
MEXICO CITY, which pro-
pelled the ZPC Index to an
Intraday record high of
3,372.94, was not sustained.
By midsession the Index was
off 16.67 or 0.5 per cent at

3,34052.
Investors had been encour-

aged by a better-than-expac-

ted GDP growth figure for

the second quarter. On Sun-
day the finance ministry
reported that second quarter
GDP had risen by 7.2 per
cent, against the same 1995
period.
• Morgan Stanley yesterday
raised Its rating on Mexico
and forecast that the 1PC
Index could gain another 10
to 15 per cent by the end of
the year.

The US broker said that it

was adding 2 percentage
points to Its Mexican portfo-
lio, lifting the allocation to
an overweight 33 per cent
against a benchmark of 28
per cent. The broker fait that
“interest In Latin America in
general and in Mexico is

increasing”.

The switch was made out
of Peru, where the broker
reduced its position from an
overweight 6 per cent to a
neutral 4 per cant

SAO PAULO was steady
ahead of the expiry of
options. At mldsesalon the
Bovespa Index was off 383 at
63,148. Analysts considered
that the outlook after
options expiry was positive,

and fait that Telebraa would
continue to lead the market
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Austria +0.20 +0.51 -1.07 +7.15 +2.96 +2.68
Belgium - +0.07 +2.65 +17.39 +7.83 +3/12 3.14
Denmark +1.38 +2.75 +13.20 +14.00 +9.71 +941
Finland +0.93 +7.23 -15.32 +14.72 +1103 +11422
Franca -0.50 -0.54 +3.84 +B.02 +409 +4.40
Germany +0.56 +1.36 +11.77 +11M +7.11 +802
Ireland - +0.99 +4.61 +20.1 B +12.36 +12.94 +12.63
Italy +0.69 -2.13 -11.05 -0.63 +4.04 +3.76
Netherlands .... +1.60 +3.45 +22.70 +14.63 +9.90 +0.00
Norway +0.11 -0.44 +8.37 +9437 +743 +7.13
Spain +0.53 -0.22 +15.29 +11.34 +7.38 +7.00
Sweden +0.23 +3.02 +14.70 +13.82 +13.90 +13.69
Switzerland +0.45 +0.10 +26.98 +10.38 +5.09 +400
UK +1 .59 +4.29 +11.06 +5.61 +501 +501
EUROPE +060 +2L13 +11JJ1 +8JM +041 +6.11

Australia +O.S1 +3.64 +4.63 +0427 +0.00 +6.70
Hong Kong +0.63 +1J27 +21.34 +10423 +10.61 +10420

Japan - +0.93 -2.34 +8.49 -04)7 -447 -4.74

Malaysia +0.31 -1.94 +4.20 +10.52 +1202 +1200
New Zeeland ... -0.54 +2.43 -2.96 -2.20 +3.39 +3.11

Singapore ........ -1.37 -3.61 +8.40 -603 -4.37 -4.04

Canada +0.61 +1.72 +10.06 +8.96 +800 +800
USA +0.53 +4.27 +184)4 +7.64 +8.14 +7.64
Mexico ............. +-3.90 +6.83 +34.40 +21.13 +26.13 +24.78

South Africa ..... -2.60 -4,82 +14432 +4A8 -16.10 -1803

WORLD INDEX +068 +1J2 +13.60 +004 +444 +4.10

FINANCIAL TIMES
EUROPE

Paris relaxed as politics hit Milan

by a recent US jury award of
damages against the indus-
try, bounced back slightly
off last week’s Iowa: Philip
Morris was up tVi at $88%
and RJR Nabisco was up $1
at $26%. Toys ”R" Ua was up
%Vt at $29 after reporting bet-

ter than expected second
quarter results.

Technology stocks were off
a little In light trading, help-
ing take the Nasdaq compos-
ite Index down 1.49 to
1,132.16. But Netscape Com-
munications was up $% to

$39% on reports that Micro-
soft had admitted to a glitch
In Its new Internet browser
software, boosting the pros-
pects far Netscape's product.
Microsoft was off $% at
$123%.

Canada

Toronto continued to firm,
the TSE 300 composite Index
rising 6.44 to 5.095.&2 at noon
as volume eased from 38.5m
shares to 32.7m.

Bombardier B continued
last week’s climb, rising 20
cents to C$19 in 396,000
shares after the company
won a 16-plane jet order
worth US$320m from Mesa
Air Group.

Refreshed after Its holiday
but still relaxed, PARIS kept
turnover light at FFriLfiba,

as the CAC-4Q index rose 6.69

to 1,986.21.

Elf Aquitaine made
FFr3.20 to FFr384.20, after
reporting a 3^> per cent rise

in first-half sales on Friday.
G6n6rale des Eaux put on

FFr3 to FFr503 as It denied
that it had asked some ana-
lysts to revise down their

1998 eHmfngw forecasts. The
group reiterated comments
made by the chairman in
June, when he said that he
was hoping for a return to
profit from a net loss of
FFr3.0bn In 1995.

LVMH rose FFr18 or 1.7

per cent to FFrl,l04, as
expectations rose that the
group's would ben-
efit from a rising dollar.

Elsewhere Lagardere put
on FFrl.20 or 1 per cent to

FFrl25.20 as the market
responded to news
announced after the close on
Friday that It had signed a
joint venture, which had
been signalled some months
In advance, with British
Aerospace of the UK.

Publlcls. the advertising
company, was up FFr10 or
2.7 per cent at FFr381 follow-

ing Its announcement that It

was taking a 60 per cent
stake in a Brazilian group.

ASIA PACIFIC

This came after It had
revealed over the weekend
that it was taking a 51 per

cent stake In a Mexican
advertiser.

TF1, the commercial
broadcaster, went in the
other direction, down FFr4
at FFr570 as data showed
that it was losing market
share.

MILAN was unsettled by
politics as the communist
party, which holds the bal-

ance of power In the lower
house, suggested that the

government had only a 50

per cent chance of surviving
in office throughout the

autumn.
The market, which was

delayed at the opening by
technical factors, closed with
the Mlbtel down 113 or L2
per cent at 9,545 and the
Comlt Off 3.58 to 0OL2O.
The communists also

suggested that the privatisa-

tion of Stet, to which they
were opposed, could trigger

a political crisis. Stet lost

L22 to L4.700, Urn lost L68 to
L3.135 but Telecom Italia

roBe L17 to L2£25.
Other leading blue chips

were weaker, although trad-

ers felt that low volume was
exaggerating movements
of a number of them- Bui

lost 1 per cent to L8.670 and
Montedison was off nearly 3
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AMSTERDAM made
steady progress and the AEX
index advanced 3.43 to
560.85.

ING, the insurer, was the
most heavily traded stock,

losing 40 cents to FI 5180 cm
profit-taking after a good
rise last week. The group
was due to reveal its Interim
figures later this week, and
after a healthy Improvement
from ABN Amro last Thurs-
day, expectations were good.
Forecasts from analysts
were for profits of around
FI i.50bn, compared to
Fll.lSbn in the same 1995
period.
Nutrlda, the food group,

was up FI 7.70 at FI 192.00

ahead of its own half year
figures due out on Thursday,
and Getronics advanced FI 2
to FI 39.50 as domestic inves-

tors bought solidly fallowing

better than expected first

half figures from the com-

puter services company,
which were published last

Thursday.
Among the multinationals,

Unilever was strong, rising

FI 3.10 to FI 241.80, While
Royal Dutch added FI 2 to

FL 255.10,

FRANKFURT watched the

dollar and bunds subside on
second thoughts ahead of
tomorrow's money supply
figures, and Thursday’s
Bundesbank meeting. The
broad equity market was
unable to sustain last Fri-

day’s gains, and the Dax
index fell 11.71 to an Ibis-in-

dicated 2A6&25X.
Turnover fell from

DM&8bn to DM4.7bn. Banks
and eheminwiH reacted to the
debt market and currency
influences: Commerzbank,
down DM4.85 at DM348.65.
also declined to comment on
persistent speculation that it

was discussing links with
Bayernverien, off 45 pfg at

DM61.80: and BASF, aJKHg

last week on Its sales 8U~*

didiaries, fell 37 pfe to

DM4SLB3.
MADRID was weighed

down by a weak Italy. a»d

hy a slide In its own xnarkot.

Utilities, which led equities

up last Friday, took them

down again yesterday with

the sector off 1.2 per cent

and Iberdrola Pta4fi or 3.9

per cant lower at Ptal,ll0.

The general Index lost 2.98 at

353,28 and turnover stayed

weak at around Pta20bn.

COPENHAGEN set Its

fourth consecutive closing

high, the KFX breaking

through the 120 mark again,

and staying there this time

with a rise of 0.60 to 120J1 to

turnover of DKr635m.
In a week peppered with

results, the first of

them, from BG Bank, pro-

duced better than expected

profits flr|rf lifted the shares

by DKr8 to DKr200.

TEL AVIV traders said

that yields In the bond mar-

ket were so high that equi-

ties, although extremely
cheap, bad nothing to offer.

The Mishtanlm Index fell

3.39 or 1.9 per cent to 173.39

In turnover of ShkSfim.

against ShkfiSm on Sunday.

Written end edited by WIBam
Cochrane and John Pitt
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Nikkei average breaks through 21,000
Tokyo

Last Friday's rise in US
shares and the dollar's
strength against the yen
took the Nikkei average
through the 21.000 level far

the first time in 10 trading
days, writes Emiko Terazono
in Tokyo.
The Nikkei 225 Index rose

272.41, or 1.3 per cent, to
after trading
20,827.77 and

21,108.41
between
21052.73.

Volume totalled 273m
shares against 214m; while
sentiment had recovered,
said traders, investors were
likely to remain on the side-

lines ahead of the US Fed-
eral Reserve's open, market
committee meeting.
The Topix index of all first

section stocks rose 6.93 to
1,591.77 and the Nikkei 300
L27 to 295.77. Advances led

declines by 725 to 283 with
187 unchanged.

In London, the ISE/Nlkkel
50 Index rose 2.91 to 1415.62.

Technical activity domi-
nated trading. The recovery
in sentiment spurred short
covering In the futures mar-
ket which in turn prompted
arbitrage-inked purchases.
Meanwhile, the rise In bro-

kerage issues encouraged
market participants, who
saw the sector’s rally as a
leading indicator for the
broad market Foreign inves-
tors continued to buy the
telecoms sector, and there
was a recovery in specula-
tive stocks.

Carmakers were higher on
buying by domestic Institu-

tions. Toyota rose Y30 to
Y2.640 and Nissan Y3 to
YB50.

In telecoms-related issues,

Matsushita Communication
Industrial, the portable tele-

phone maker, rose Y40 to
Y3.080, and Fujitsu General
added Y7 to Y966. NEC Sys-

tem Integration, the telecom
engineering company, added
Y20 to Y2330. Among bro-

kers, Daiwa Securities added
Y30 to YL320, Nomura Y60
to Y2.04Q and Nficko Y40 to
Y1.200.

East Japan Railway fell

Y25.000 to Y498.000 as wor-
ries over the auction of West
Japan Railway (JR West).
The government's plans to
sell 1.7m shares In JR West
ahead of its listing In Octo-

ber weighed on share prices
as an Increasing number of
investors seem reluctant to
take on the stock, said trad-

ers.

Individual Investors sold
telecom operators, which
were bought by overseas
Investors last week. Nippon
Telegraph and Telephone fell

Y6.000 to Y812.000 and DDL
the long distance operator,

lost Y5.Q00 to Y925.000.

In Osaka, the OSE average
gained 119.62 to 22/120.23 In
volume of 49.4m shares.

8,047-51, having staged a late

rebound from a session low
of 6,017.49, Turnover was
T$43j06bn.

China-concept shares
(companies with Invest-
ments or Investment plans
In China) led the falls, with
Formosa Plastics down by
its daily 7 per cent limit to
T$GS and Evergreen Marine
T$3 lower at T$46.L
The plastics, shipping, tex-

tile and steel sectors all fall

by more than 3 per cent
SYDNEY rose to its high-

est level in nearly three
months . ahead of today's
budget announcement
The AH Ordinaries index

gained 2&2 or 1.3 per cent to
2,261.5, in turnover of
A$581.6m.

Analysts forecast that the
spending cuts which were
expected to be announced by
the government today
should Improve national
savings, take pressure off

Interest rates and benefit
equities.

Transport sector climbed
2.4 per cent and chemicals
gained 3 per cent as a group.
BANGKOK foil 1.5 per cent

in thin turnover as many
investors either remained
absent or sold holdings on
worries about the govern-
ment’s stability.

Opposition parties were
expected to submit a no-con-

fidence motion later this
week.
The SET Index lost 10.40 to

1,087.48 in turnover of

Bta^fan.
Slam Commercial Bank

declined Bt6 to Bt242 and
Slam Cement fell Bt40 to

Bt872.

KARACHI sagged after the

escalation of sectarian vio-

lence on Sunday.
The KSE 100 Index lost

18.18 at 1.486A0 as the Sunni-

Shla feuding claimed a
reported IB more dead, and
nearly 70 injured after gun-

men opened fire an a mourn-
ing meeting in the Punjab.
SEOUL fell amid growing

fears of economic depres-
sion, with the composite
index ending 10.17 lower at

800.52. Brokers said that
heavy loans for margin trad-

ing helped depress market
sentiment.

Dealers said that the

recast, which saw 15 former

Index constituents replaced

by new stocks, accounted for

about 40 points of the fall.

The rest of the fall was due

to moderate selling hy File

and speculative short-eeWng

by local traders.

The BSE 30 Index has now
railcm by 19.4 per cent since

June 18; national elections

were held In late May and
early June. Between the end
of January and early June,

the Index rose by about SO
per cent.
Brokers said a plethora of

factors had dampened senti-

ment: a rush of global
depository receipt issues by
Indian companies; a lacklus-

tre national budget last

month; slowing earnings
growth rates; selling by
Fils; the Imposition of a
minimum corporate Income
tax rate; proposals to intro-

duce non-voting shares and
an impending spurt of retail

bond Issues,

Mr R Venkatasubraman-
lan, vice-president at bro-
kers Kotak Mabindra. said
there was likely to be fur-
ther marginal pressure, and
an index fall to between
3,150 and 3,200.

Roundup

TAIPEI worried that a visit

by the vice-president to an
unspecified country, possibly
in Europe, might anger the
mainland Chinese authori-
ties.

The weighted index lost

281.21 or 2.9 par cent to

S. African industrials dip

AUBIM 1101 IMS.
,
and atenderd A

O Oyw, FT-
e. IMS AJ rights

rr-m mum—na lmm, (umm,

Johannesburg equities were
bearish, worried about Inter-
est rates, Inflationary pres-
sures. gang warfare In Cape
Town last week and a
renewed upsurge in crime
reports in the city Itself.

Industrials pared lntra-day
gains to end steady, up 2J3 at
7,738.8 as the rand took a
knock to the afternoon; the
overall Index fell 5,9 to
6,521.5, with golds off 3.8 at
1,730.8.

FT/S&P ACTUARIES WORLD INDICES
The FT/SIP Actuarial World Indtcw am owned Oy FT-SE mtMTMttanal Untiled, Goldman. Sacha & Co. and Standard 4 Pooris. Tha Mloaa am comoBod by FT-SE
IntamHonal and Standard & Poor's In oanjunc6on wWr tna Faculty of Actuarial and dm Irattana of Armaria*. NatWaat Sacurfdea Ltd. wu a co-rounder of tha (ruteaa.

NATIONAL AND
RBMONAi. MARKSTS FfUDAV AUOUOT IS IMS THURSDAY AUGUST IS ISM DOLLAR INDSX —

~

Flguraa In parntti—a US Day's Pound Local Local Graaa US Pound Loqal Yam
how number of Inaa Dofttr Chang* Starting Van DM Currency K chg DA. Dollw Starling Van DM CunanoySa waafcGZ weak ago
ol atoeh Indn H Index Index Index Umax on day YMa Index Index index Index mdax High Low (approx)

Austria (24)

Baighan (87)—....

Oanmaric (30).

Finland 123).—

France (06).

—

Germany (68).

Hang Kong (69)

Indoneah (27).—...—..
Ireland (IQ

(481).,

Mafayafa (107)

.

Mexico (IB).

Nattwtand [181-

New Zeeland (IQ——

.

Norway (36)

Pnfflpptaaa 02).—
Singapore (44).—
South Africa (44)

spam (37) ,—.....

ftmden (45)....-......—.

Switzerland (37) —

,

Thailand (46)

USA (025)

-200.87 0.7 192415 13809 155.90 17037 0.3 4P9 19941 100B8 138.04 104P1 109P5 212.18 177pe 17BP9
.-..-17000 0.0 17100 12201 139.14 130.07 0.3 2.02 179JO 171 P3 122.25 1304Q 135.33 19004 108.11 10347

216.70 -0.1 20SJSS 147.10 18748 16087 04 4.07 215JB1 20044 147P0 156.75 103.04 217.02 18000 18071
- 181.10 00 17342 12301 14U61 337.71 as 1.80 18007 172.70 123.28 138.54 330.79 189.70 123.97 140PQ

0.6 15300 10904 124.71 158.73 0.3 2.25 15B.78 152.77 109.00 12340 159-31 159.12 104.14 147P3
-....01545 0.1 30206 216.47 245412 240.14 0.7 1.85 31548 301.63 21022 Z4SP5 240.63 310.01 275.89 282.04

20606 -0.4 1«04 14100 101.55 105.67 -ai 2.50 2Q8P7 109,70 14248 101P2 190.58 278.11 171,73 25345
-0.5 1TQM 127.74 14043 140.01 OP 022 18038 190.02 12845 14542 140.91 106PS 187.70 102.14
-0.5 167.44 11005 136.77 135.77 -ai 1.00 17087 iaa.10 119.90 135P3 135P3 176.72 iofl.ee 158P4

-..-42705 0.1 408,14 29108 331.74 424^5 ai 345 428P4 408,11 291.19 328.07 423P4 461.18 346P1 851,70
- 18448 as 17B.DS 12502 14024 M<« OP 1.79 1B3P2 17057 12627 141 PZ 263PS _ _
—.-2S7.7B 0.1 270.58 19025 22345 252.38 0.1 346 287.41 274.80 1HB.06 221^8 252.16 29082 239.88 23092

7647 oo 7022 52.16 B9J7 80.78 ae 248 TOPS 72.94 62.05 5092 88PB fl4£3 67P2 8069
147.HH -oo 14103 10005 114JB 100.88 -03 0.70 148.04 141 P5 101 JOB 114P4 101.00 154.88 137.76 16020

-,—545.79 0,7 022.55 37202 423.78 624JB OP 1.72 541 .BO 518.03 309P2 41840 61BP0 9BO08 425.77 S23P1
120243 IO 1237.62 BB141 10030010509.77 IP 1-28 1288P7 1212.82 aaa.22 B7BP4 10414.54 1325.55 791 PB IlflflPfl

20800 0.1 288.22 20304 232.05 228.54 OP 3.18 289-03 2BSP2 203.73 wiha 227.18 2m0B 240.79 240.60
02.14 04 78.66 55.02 63.77 03.27 0.1 AM 81.04 7025 55.33 63PI 6021 84.71 7SP4 79P4

—247.76 042 23707 168.08 1B2J9 21SJ3 07 2.00 747.39 230.63 10077 191.07 215.42 2S0P4 222P4 22068
20100 OO IBS04 137.69 150.70 203.37 DP 0P2 20082 1B2P1 137.00 1S&10 202.15 _ _

-,..086.34 OO 37107 301.52 252.10 -02 1P2 38SP3 371PO 2S4PS 290P8 282P2 40021 35081 3flOei
.-,.4)2240 -04 306.73 21987 26033 320.00 -0.7 234 323P2 300.61 220.B1 200.10 322.02 437,78 32240 80147

170.60 0.4 188439 12084 137.34 106H4 0.7 3.46 17026 168P2 12024 130.13 1B7.B1 183.66 140.15 154P8
—..05400 -00 33047 241.77 27020 348.01 -0.3 245 35014 34051 242.96 275.06 34BP0 30077 28090 281 PS
-....04702 0.1 23603 1B&67 182.03 185.79 oe IPO 247.12 230.28 158.59 1B0P6 184.88 20034 193.71 189.71
,.—14143 -1.0 13544 0640 IQS.82 130.B1 -1.0 243 142P5 13058 9745 110P3 14023 193.95 141PB 10054

042.70 0.7 23200 1004S8 188JS2 232.60 aa 4.10 241.12 23054 10449 10022 230.3* 242.79 21002 21001
...-07005 04 25948 184.78 210JB 270.95 04 2.18 269.93 2GOOB 184.10 20848 200.93 27847 227,31 228P7

247.72 04 237.22 180P4 192PS 208.32 04 2.17 24075 23&e 168P3 19057 207P3 20243 reapo 208.78
213.15 01 204.11 145P7 1WP0 18442 OP 3.09 312P0 203.58 145P4 10443 mss 213.30 189.62 18050

-.300.27 -OP 28020 21024 239.30 204P3 OO 2P3 809.15 2BSP9 21091 338.77 284P0 308.10 281.18 271 PO
Pedflo BM (860) .10009 -02 103.88 109.50 124.77 111P1 -02 1P3 IBOflfl 153.90 109P1 124PZ 112.15 177.01 148P6 16072
Euro-Pudfio (lESa —182.42 OO 174P9 12441 141,04 139.28 0.1 2.13 10240 17447 12446 14093 139.12 19047 100.01 17240
North America (743) „ .-284.1

6

04 2B2.88 18015 205.11 283.64 04 2.1S 283.10 201.60 179P2 203J4 282P6 209P2 222P6 223P4
Europe Ex. UK (007)-.-—.192P2 -02 104.10 131.16 14SP2 157.11 OP 2P2 1B2.70 1B4P4 13140 140P3 150.89 1B4P6 168.86 171P8
PkPIo Ex. Japan D99). PSI.Ofl 04 209.17 191.70 218-25 Z42JM OP 3.07 20004 257.78 161P6 21020 242.37 280.BB 243P8 251 PS
world Ex. US flTSg)..*., -.183.53 -0.0 176PB 12AP3 142P8 143P4 0.1 2.13 183.03 178P7 126P8 141.83 143.97 191Ai 107P6 173P8
World Ex. UK (2221).-.,. -..P07.B2 0.1 198P2 141 PS 161 PI 178.27 OP 1.95 20740 1B0P0 141.49 10O1B 174.97 213.CS 18641 187,63

World E*. Japan (18381.-..JMO03 03 234P4 107.10 IMPS 73IPO 04 2.54 244P1 233.59 108.07 23041 S47M 2t£P£ mis
The World Index P*M)..-pion 02 201.70 1*3.68 103PS 180P9 OP 2.10 210P4 201.11 143.4A 10246 179.97 214.95 180.71 18030

CnpyiMN, FT-8E httaeDoiai UnRet Oottnei. fledn ed Go, axl BumM a Peorti. IBM. AI rtataa memd. *FUttP Pr'easai Thee Lkrted »d BUndrt tPo®**.
MJUM NOT* fcmodBWBi toMM IIWMS MOM ta USA and ntaMf i*tfand Mton MWflTOWTCHMMKMW *m» Vetxnl m Om BMtNaa {WI4 eaMihUINr CHAimt
wrm mooram Hoadm Thom ftMunemil dig. Nun* CMS* TMnl an to BA ttwr (UK). Saco- oungc B8 Oaap to4m Ujm prtcaa sea iraeoeiie to-M MBkai MARKET
0L0MD1MM Fume*.

provide some relief. And on

shorter hauls, the high-speed

rail network that is currently

being built in Europe will offer a

competitive alternative to air

travel The ever greater harnen-

ixation of Europe's air-traffic

control systems is allowing a

high frequency of flights. Given

the right infrastructure mea-

sures, largo1

aircraft could also

help solve the capacity problem.

Once the present Airbus Indus-

trie consortium is restructured

to form a truly integrated com-

Europe, the carriers with the

best prospects are those that

have been privatized or have

made good progress in that direc-

tion, as they have proved to be

the most dedicated oost-enttera.

Aprs. 1 of next year will mark
an important step in the deregu-

lation of European air transport,

when the restrictions preventing

EU airlines from providing cabo-

tage services will be lifted. At
present, national carriers are

Growth in passenger air traffic

io bitHoriS

World air transport:

the challenge

ofgrowth

Tha worldwide afr transport boom continuas, in 1995,

tho number of passengers carried Increased by almost
6% to Z2 billion, with demand particularly strong In

Europe (up 6.8% to 044 million) and thaAsle-Pecffic

region (up 7.0% to 358 million). ConsumeHirlenclly prioos

end the expansion In world trade are both boosting ahr-

Hne business. Air travel hi Ulcety to grow by an annual
0-6%. doubling In volume over the next fifteen years or

so, while cargo traffic should also increase at an above-

average rate. By far the strongest growth is expected

for the Asia-Pacific countries. How wifi the induatry

meet the huge challenges Implied by these figures?

An TitANsrarrr la already con-

tending with serious con-

straints, especially in Europe.

Roughly one in three flights

(here arrives late dne to delays

on the ground or in tha air.

Often, the urgently needed ex-

pany, production of the A3XX,
which is designed to have more
than 500 seats, could go ahead
as planned,

Wiiri AH TRAVEL Bet to Expand

at a rapid pace - and the num-
ber of passengers in Asia alone

expected to triple by the year
2010 - such euperjumbos could

well fill a gap, Boeing predicts

that 15,900 new jets, many of
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improvementa m ground-trans-

port Knka to city centres cannot

be undertaken for political or

environmental reasons, or dne

to a lack offinds.

D* DiiraaioN of traffic to less

congested airports wi& certainly

be needed worldwide over the

next twenty years. If the global

fleet is expanded on this scale,

smaller planes with 100-240
seats would account for only
two-thirds of the total rather

competition on their domestic
routes.

The concentration process
will gather momentum in
Europe, aa it did in tha U.S.
after deregulation in 1978. Ulti-
mately, only a few major air-
hues will survive, complement*

by several niche operators,
To a fir greater extant than in
the past, companies are likely to
raprod to the ever fiercer com-
petition and to the globallntion
of their markets by forming

A*unes must raise their effi-

oency and profitability given the
need to invest heavily in the
expansion and modernization of
thdr fleets in the fctura. Within
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